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So, H).V of Hh’M. 


To 


His lIic.tiN'Kss Mahajm.ia 

\i AOL SI I Pv ICl-: K IHBI I XAKU M A VS\ MI.T I , 

Mahakaia or Phavnaoai:. 


^KCUKTAmAT, Pit AVNAOAn, 
Dnftil '2!{r</ Ajtril HI34. 


Yot;n Hiouxkss, 

T Imvft th(! Itonour to stibinit hcrnwtilt tin* Popori of the 
Pevemie department on the re.-^uUs of the Bcheme of Debt 
Pedempfion of the Klieduts of Ute State, to which I liave 
attanhed a aliort I'jXplaniitory A*ote which will speak for itself. 

Mainly tlie sureess of the selieme is due to Your Highness’ 
solicitude for the welfare of your people. 

] liave l)ie honour to remain, 

Your Higliuess’ most, obedient .servant, 

V. D. ?A'j:TAIsH. 

Pirsidait, 

Bhimiwjar Slate Council. 
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Fiiom 

XATVAllLAL MANKKLAL BUHATI, 

B.A.. 

IIkvknuk Commi-ssianeu, 

liltAVKAOAU StaTK. 


To 


Hut PKABHASIfANKKR I). PATTAX!, 

K.C’.r.E., 

Pra;«ii»}:x'r, State Coeattie, 

P.havxaoah. 


Biiavxaoai!. hi.*;? March 19:T1. 


Sin, 

It- is now moic! tluni four years sinct! tin- .Af^rieultural Debt 
Ke.demptioii Soheine was first aj)p!i(»fi to Lilia Mahal, and I am 
now lia])py and tliankful to Ik*. ahU* to .say that this hold ex- 
periment mainly initiated and earned on under your direction 
1ms Imjcu hronglit to a .sueeosshd t<wtniniition and all ])art.s of 
the Stat(v have he(-.n hrougld under tin; operations of the 
scheme. 

Further I liave under your instrne.liun pre])ared a rejun’t , 
which, besides, being a re.sumo, of the preceding investigations 
and findings of the Bhavnagar Klicdnt Debt Inquiry Committee, 
also gives in a briei' com])ass an account, of the o]3crations of 
the Redemption Scheme adopted as a je.siiltof the Committee’s 
rccommcndation.s. I now heg to send herewith the said report 
Avith a request for its respectful submission to Ilis Higlmoss 
the Jlaharaja Saheb in due course. 



IV 


It niay i\ot I>e here out of place to recall how. ^^luIe the 
Scheiue was being slowly cxteufled. those in charge of its work- 
ing had their inoineut.s of doubts and misgivings about their 
being ever able to complete the work undertaken . and iu a 
letter I wTote to you in Octohor 1 032. while you were in England 
in connection with tlic .second Bound Table Conference, I 
ventiu-cd to express my.self thus ; — 


I cannot say, Sir. how you always feel about it. 

I brow that if you have embarked upon tbi.s big 
enterprise of the wholesale redemption of the Bhavnagar 
peasantry, you have done .so after duo deliberation and 
in full conviction of the righteon.sness ef .such U course 
and has-ing done so I Icnow that you are not one, who would 
waver or lightly timi hack. But if I may make a personal 
confession. T must say that the magnitude of the 
undertaking, the contumacy of a section of the KheduCs 
like those one meets with in Lilia 3Iahal. the bitter and 
imcompromising opposition of a minority of Sowcars 
and the criticism — mostly uninformed — of fricinks and 
colleagues who ought to laiow better, all these at times 
induce a feeling of nervousuc.ss. giving rise to subconscious 
doubts and misgis-ings. So when I come across such bews 
and opinions as are now contained in the enclosed cutting, 
they have on me a most reassuring eficct ; for they hear 
independent testimony to the soundness and wisdom of 
the action taken by ns.” The new'spapot cutting referred 
to, you perhaps may remember, contauied a report of a 
lecture delivered before tbe Calcutta University Institut-o 
by Mr. Kaliniranjan Sarkar, President of the Bengal 
National Chamber of Commerce and also a member of the 
Government Banking Inquir}' Committee- The whole 
lectm-e was a most powerful plea for urgent action 
being taken for redemption of the indebted Indian 
peasantry. 



In reply to my above letter, you sent a cbaracteristic 
reply from London from wliicli I make no apologies for quoting 
tbe follovnng more pertinent passages in full : — 

“ I am not sxnprised at your nerv^ousness in the 
midst of tlie opposition to tlie new experiment, I am 
trying in Bliavnagar. But after years of experience, I 
am convinced that if States and British India are to go 
, quietly and peacefully tlirough days of depression and 
financial stiingency, as also through the disturbing days 
of risuig agitation, the method that wc have adopted 
at Bhawagar is the only method for maldng a safe port. 
If the Hieduts are contumacious, it is because of their 
ignorance ; if the Sowcars are uncompromising oppo- 
sitionists, it is because of their selfishness ; if uninformed 
friends who ought to Imow better, criticise the good work 
that we have taken in hand, it can only be because their 
friendsliip may be of a character, wliich camiot be called 
a true friendship. All eyes are on us. On our success 
depends the future fate of India. Small though the State 
is, and insignificant therefore the enterprise in one corner 
of that huge continent, — ^it has the seeds, wluch if they 
sprout into plant, mil open many eyes, and many well- 
intentioned rulers and officers will welcome the experiment 
and imitate it. I shall not be sorry even for the failure, 
for it would be afailure inagood cause. But I am not afraid 
that we shoidd fail, for ignorance and selfishness and 
unfriendliness of others should only girdle up our groins 
and give us greater courage towards success. I depend 
upon you as the Bevenue Commissioner. I depend upon 
my Vahivatdars as your loyal subordinates, and if you, 
the small batch of officers only enter my heart and give 
your life to me in this connection, I have no doubt about 
it that the forces of opposition must succumb and that the 
sun of success must rise giving warmth to the depressed 
■ and afflicted peasantry, and when they see the light they 
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will make u> ali htrcng and sin m^nuTU-d. fnr, I am ahva)v 
reminrk'd tkat it is Ike p* as.adrv Unit i > Ike Stale and the 
ndcr wko is Ike anUier of Ike ])ea-..nts. Yon valhemernkur 

(Jokkmitk's folkovingf ouplets m lke“‘ fh 'J’nqi' t 

“ Piinc'S and Tjords may Ikanisk of may fad*’ ; 

A v,-.ird e.ui mar tU-an as a woid k tt]i mad*’ ; 

But a koid pcoautry, tkeii (ountiv’s ; 

Y'hen mu ( de ^trf•y. 1, can n<’Ver k'* siuipru d.” 

" Tskali not write mme. T only write tiii.s i'l dn ounige you 
?o that A'oii may not loe> Peart, and if tin' ifeveinie Dej) irtinent, 
wliicli i'- niv jiamU. los- k-sirr nliere would T lie ^ For one mnn 
cannot icaik tke whole (ultivating 

And )f to-duy. after a kip'-! of four year-., this unique ox- 
periinont has lir-'U lirouglit to a siuee^'fid termination, the 
result lias keen moMly due to ynm ever kiiglil and unfailing 
faith and the generous and consistent eneourageinent and 
support you liave nlway.s extended to tliose wlio were 
charged with the detailed working of tke scheme. 

Finally a woul of neknowledgment is duo to the ineinkers — 
kotli Oflicens and elerks — of tke staff of the various Bekl 
Bedeinption Cominittee.s. No one knon.s kett-er than you 
how monotonous and exhausting was the work of the day-to-day 
examination and sifting of the Bowcans’ account -hooks, lint 
fortunately we had in the Committees’ .staff, a hand of trained 
w’orkers possessed of special aptitude, and the patient indu.stry 
and conscientious zeal, with which they devoted themscive.s 
to tliis work, liavc contributed not a little to its .success. 

I have the honour to remain, 

Sir. 

Your most obedient servant, 

KATVAELAL M. SUEATI, 

Hevemtc Comm{$sioncr, 

Bhavnagar State. 
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EXPLANATORY NOTE. 


The Bhavnagar State some time back set up an ad hoc 
Committee to inquire into the question of agricultural indebted- 
ness, and the grave economic condition of the peasantry, that 
was revealed as a result of the Committee’s investigations, 
was amply borne in upon the Darbar, and it was realized that 
unless grave agrarian trouble was to be risked in the near 
future, it was imperative to take immediate remedial measures 
to restore economic health to the debt-depressed and all but 
insolvent Khedut. 

Among other measures adopted to relieve the situation, 
the Bha\Tiagar Darbar sanctioned a Debt Redemption Scheme 
depending for its application on the voluntary co-operation 
of the Sowcars and the indebted Kheduts. At first the money- 
lenders were chary of availing themselves of the benefits offered 
by the Scheme. But when they slowly realized that they 
would be able to recover, in cash and at one stroke, far more 
under the Scheme than they, if left to their own devices, could 
otherwise hope to collect in a number of years from their 
Khedut - customers suffering from clironic indebtedness, they 
slowly came forward — ^first the Sowcars of one Peta-Mahal 
or sub-district and then of another sub-district, asking for the 
composition and settlement of their outstandings on the 
basis provided in the Scheme. 

The Scheme was first applied to Lilia Mahal in April 1930 , 
and slowly its operations were extended to other Mahals 
until the whole State has now been covered. 

The nominal oufstanding arrears shown as owing by 
the Kheduts in the Sowcars’ books amounted, as the Redemp- 
tion Committee have found, to Rs. 86 , 38,874 and the same 
have been compounded and compromised under the Scheme 
by the Darbar paying out on behalf of the indebted Kheduts 
a sum of Rs. 20 , 59 , 473 . 
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redemption of the indebted peasantry has naturally ■ given 
rise to. . . 

The Darbar were not obhvious of the future risks, to which 
the poor iliitera,te Khediit was exposed at the hands of un- 
scrupulous Sowcars always too willing to. exploit them by 
advancing money and, entangling them in fresh usurious 
transactions. Some protection against such future victimisa- 
tion is sought to be given by the Khedut Protection Act enacted 
simultaneously with the Debt Eedemption Scheme. This 
Act is embodied as Appendix III hereto, 

A third complementary measure adopted, and, that 
by far the most important, is the scheme of Gramya Panchayat 
covering ail aspects of the Khedut's life and in fact aiming 
at the rehabilitation of the whole village hfe itself. {Vide 
Appendix V.) 

A further elucidation of these various measures will be 
found in the course of the following pages. It may be only 
mentioned here that all these three measures hang together 
and they have been adopted simultaneously in the hope that 
their cumulative efiect may render the farmers, who comprise 
76 per cent, of the population of the State, more happy and 
contented. 

. . As a result of the total redemption efiected, there are 
tp-day hardly any suits or execution proceedings pending against 
any Kheduts in the Civil Courts, of the State. Litigation is 
always a fruitful source of no end of anxiety and expenditiue, 
which have been all avoided by amicable settlement outside 
the Courts. Another immediate and undoubted benefit con- 
ferred on the Kheduts is the substantial saving . in interest 
charges alone, which would have , amoimted to about 
Esv2l,00,000 annually, calculating interest at the rate of 25 per 
cent., which is the ordinary rate the Sowcars levy, though 
cases of still more extortipnate rates charged occm only too 
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froflueutly. In otlior wonls tho Klicduts Inu'c Imcl their 
huge oiitstendings of Rs. 80,38.874 oompiomisod and 
compounded by puynient of n sum, which is certainly not more 
than the annua] inlercst chaige. to which they were annually 
subiected for these arrcais. The gain to the State is also 
not inconsiderable ; for apart from redemption creating a 
debt-free and contented peasantry, an incidcirtal result 
has been easier and bettor recoveries of the land asso.ssment, 
and it was noticed that in spite of the hoaAW fall in prices, the 
Khedut'S willingly and easily paid the full unit of curxont 
assessment and .dso something towards arrears even in parts 
of the Btate whore tho season was below normal arrd where 
recoveries would have fallen .short hy 4 annas under the old 
conditions, when the agriculturists were .still weighed down 
by tire burden of past debts. 

It would not be out of place to nreirtion here that nothing 
is closer to the heart of 11 is Highness the Maharaja Salreb than 
the interest and well-being of bis Ivlicdnt subjects, who form the 
backbone of the State, and one of Iris first acts on assumiirg full 
powers was to confer on the Khedufis the rights of .sale arrd full 
inlioritance in respect of therr holdings. But even while His 
Highness was a minor, the thonghb of the Kheduts’ well-being 
was not abseirt from his mind, and it was he wlio first inspired 
the idea of liglitoiring the burden of the Khedut's debts and as 
a result, Rs. 33,00,000 of State arrears of Land Revenue 
were Avritton ofi during the Miirorit}' Administration. Hardng 
thus set the example of remission of old State arrears, His 
Highness the Maharaja Salreb next appealed to Sowcars to 
help in the economic rehabilitation of the Khedut by accepting 
settlement of their outstanding claims on the basis provided 
in the Redemption Scheme, which was again to be financed 
by the State advancing the loans required for liquidation. 
It is satisfactory to note that the Sowcars have on the whole 
responded well and helped to make the Scheme the success 
it has been. His Highness the Maharaja Salreb did not make 
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an exaggerated claim, when, in the course of a speech he 
recently made on the occasion of the visit of the Hon’ble the 
Agent to the Governor-General, Mr. Latimer, he said, “ I am 
by temperament rather reticent, and I believe I am trained 
to value action more than expression of good intentions.!.’ 
In the same speech His Highness the Maharaja Saheb further 
summed up his conception of true rural uplift in the following 
words : — 

. , “ If the object of rural uplift is to be really attained, two 
things should receive first attention ; — (1) Eeheving the 
cultivators from the arrears of State assessment and (2) 
Eelease from the crushing burden of private debts.” What 
His Highness’s Government have done in regard to the second 
subject has been attempted to be described in the course of 
the following pages. 

P. D. PATTANI, 

Bhavnagab, President, 

\5th April 1934. State Council, Bhavnagar. 



REDEMPTION OF AGRICULTURAL 
INDEBTEDNESS IN BHAVNAGAR STATE. 


SECTION I. 

Preliminary investigation of the Khednt Debt Inquiry 
ComniiUee. 

The Blla^^lagar Darbar’s forcible attention was first drami 
to the problem of Agricultural Indebtedness by a petition 
received in January 1922 from some Ivheduts of Lilia Mahal. 
In tliis petition they complained about their desperately low 
and poor economic condition, which, they attributed to the 
monstrous rates of interest, commission, etc., levied from tlicm 
by the local Sowcars, Tlie then Revenue Commissioner made 
a preliminary investigation in the matter and reported that 
the allegations contained in the petition were only too true 
and, further, pointed out tlie xirgency of some remedial action 
being taken to relieve the economically distressed Kheduts. 
Thereupon the Council of Administration appointed a Com- 
mittee in June 1922, under the Cliairmansliip of Diwan 
Bahadur Tribhuvandas K. Trivedi, Jlcmber of Coxmcil, to 
inquire into the problem of Agricultural Indebtedness and 
suggest remedial measures. 

2. The Chairman first made a preliminary tour of some 
22 villages in different Mahals, as a result of which he found 
that the complaints made in the petition of the Lilia lUieduts 
about the economic ruination, that was being vnought by the 
unscrupulous and usm'ious methods of the local money-lenders, 
were not a bit exaggerated, and the . characteristics of the 
Sowcar’s dealings with his lOredut customers detailed in the 
petition and the preliminary report of the Revenue Com- 
missioner were with local variations met with everywhere. 
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S. Tlio alarming conditions thus revealed indicated the 
necessity of a tliorougli and coin])reliensive inquin' embracing 
tlie wliolc State, if the same was to serve a useful and 
practical purpose and reliable and adequate conclusions to be 
reached. So, it was decided to investigate, at least in a 
general way, the conditions prevailing in all the !Mahals of 
the State. 

4. Figures of indindual indchtedness of all the Darbari 
Khatedars were in the first instance collected and recorded 
by the local Thandars. To check and verify these figures, 
the Committee toured the whole State, visiting each and ever}' 
village, where they met the Kheduts face to face and in their 
omi homes, so to say. This was. in a way, the Committee^ 
most important work, as it brought the members into close, 
intimate and direct touch with Kheduts and enabled them to 
obtain first-hand information. Besides ohccldng, correcting, 
adding to or altering the figures of debts, etc., entered in the 
tabular statements prepared by the Thandars. the members 
of the risking part}* subjected each individual Ivhedut in 
turn, to a little searching cross-examination, to elicit the 
nature of Iiis debts, the occasion and purpose for which they 
were incurred, the interest, premium and other charges leried • 
by the Sowcar, etc., etc. Wliilc this process of verification 
of the statements and examination of the Kheduts was going 
on, it was made a point to select a few typical cases of harsh 
and unfair dealings involving exorbitant rates of interest or 
other hard terms, and the same were gone into at leisure at 
the Committee’s camp by sending for the Sowcars concerned 
and examining them and their account-books. Altogether 
the Committee examined in tliis way some 552 Sowcars. 

Further, in most of the villages, two or more Klieduts of 
^arymg economic conditions were picked up. for preparing 
their family budgets -roughly showing the produce of their 
respective holdings, the cost of cultivation (which includes the 
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assessment payable to the State), the proportion of the produce 
retained for doniestic consumption and the price realised by 
selling the surplus quantity. A comprehensive questionnaire 
prepared by tlie Chairman was also filled in for substantially 
big Tullages, and tliis was done by meeting the leading Kheduts 
of the ^uIiage in a group and putting questions to them. 

Of course, in the very nature of tilings, one cannot always 
vouch for the accuracy of the debt-figures collected. But 
realising that the value of the Committee’s conclusions would 
lie in the reliance, one could put on the returns of the debt 
figures, every care and safeguard was taken from the begin- 
ning to ensure their accuracy. 

But in spite of every precaution taken, the Committee 
noticed in scattered places a tendency, at times induced by the 
Sowcar’s efforts, to conceal the real position regarding in- 
debtedness ; and the suspicion could not bo got rid of that 
Klieduts, who were really indebted, held reticence on the 
subject cither under the Sowcar’s instigation or under a false 
sense of Izat. But it should be added that if some Kheduts 
here and there kept silent or understated the amount of 
their indebtedness out of a sense of prestige or for fear of 
losing credit and social status or some other reason, there were 
not wanting instances, in which Kheduts somewhat exagge- 
rated and overstated their debts, and tliat again perhaps at 
the Sowcar’s instance, under false hopes of obtaining easy 
relief and redemption of debts, or from other equally inscru- 
table motives. 

The Committee took every pains to remove false hopes 
or undue fears, if any, entertained by the Ivliedut ; and out, 
of respect for his susceptibilities and in order to put him at 
his ease and in a communicative frame of mind, he was, as 
already stated above, approached individually and sepa- 
rately, and aslced. to state his debts confidentially and, in 
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private. \\]iejievcr ilaai eour.'O ^vas tlioiiglit nocc'-'ar}*. Aiifl 
it was lioped tliar tlie fiM (.'ireful ami patient preparation of 
tlio ‘"t.itemonts of delits l)y the Tliamlar.*' a]id the sul)s*qncnt 
verific.rtion by the Committee of tlu’ debt-figures of each 
indi\idual Khedut. bad r(’duced the scope for error to a 
minimuiu. 


Amount of 
I ndc blcdrc s 
found 


5. The Committee found as a tcsuIt of these elaborate 
investigations that out of about 2:CO(lO individual holders, 
about .'3.") tier cent, were free from debt, and the remaining 
1.J })er cent, or .ibout lO.dOO Kheduts p.aying an annual 
asse.-'sment of ]^s. ] 2,7.3.000 were indebted to the huge amount 
of Its. ,31,41.000 approximately. 


One should not run away with the idea that the .5.3 pci 
cent. Kheduts clashed as debt-free wore economically in a 
vciy wealthy and flourisliing eondition. :Many of them were 
just able to pay their w.ay and make two ends meet with 
difficulty, and the margin of saving being never great, two or 
more suecc.ssive had seasons would find tliom without aivytliing 
left to fall back upon, and they were sure to be ])ushed over 
the brink, neat which they constantly lived. 


No credit: Ko 
debt 


0. Further, paradoxical as it might seem, the Committee 
came acioss numerous cases of Kheduts being free from debt, 
not because tliey bad no pressing need to borrow', but because 
ey were so poor and their credit so low that no Sowcar would 

Mil!! “'C''™ ■■»>>' money. The troth of the dictum 'debt 
foUoes credit h.is been often noticed. But the reverse 

lelr 1 n T 

and mol % fte Smvear of harsher 

M loM 7'“"' I'™" PO'-ertr 

establishhig tirreC ! 

_ cue ^e^erse dictum no credit; no debt *' This 

s bein^ free from debt. 
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because none would care to lend them, should further warn 
us against basing any general inference of economic wealth 
and prosperity on the fact of 55 per cent, of IHveduts being 
classed as debt-free. 

7. Of the 45 per cent, indeljted Kheduts, about one-third 
were found to be indebted in sums not exceeding 2 years’ 
annual assessment payable by them, and the rest were hope- 
lessly indebted, a fair proportion owing arrears exceeding 
10 and 15 years’ assessment payable by them. 

, 8. Although the original causes of debt in the first 
instance might , be the recurrence of bad seasons, the vsmall 
margin of profit even in good years, undue expenditure on 
death, marriage and like occasions, there was little doubt, 
the Committee found, that the principal cause of the accumu- 
lation of debts and the niain obstacle in the way of the 
cultivator’s regaining his economic freedom were the peculiarly 
usuriou.s and oppressive methods pursued by the Sowcars. 

Again the factor of undue expenditure on social occasions 
was likely to be overestimated as an originating cause of debt. 
No doubt on occasions of Ghargharnaj (f.e., remarriage), 
Ana ceremony, (f.e., sending or bringing, for the first time, 
a married girl to her husband’s house from her parental home), 
etc., sometimes very large — too large — sums are spent by Kanbi 
Kheduts. But otherwise, the sums ordinarily spent on such 
occasions are by no means such as can be called excessive, 
taken by themselves, and considering the cultivator’s status 
in societ}’' and the inflation of prices alround, f.e., at the 
time when the’ Cohamittee first investigated. But the 
expenditure of even moderate sums may be regarded- by some 
as- improvident in one point of view, when one remembers, 
that their expenditure necessitates on the cultivator’s part, 
the incurring of fresh loans, ' which he _may be absolutely 
incapable of liquida.ting, owing to the burden of past 
obligations; , • ' 
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vrn.i'MKAta isvi sticatjon, 

I^ut if llie cxjx'jii'litiirf* of Mioli .■'mn!! ‘■inn*' jwcc'vMf-atos 
report to the So\v( nr, tluit U only fnrlhor fr(sh prf.of of the fnct 
that the cuUiv.itor's surplu^J of -saving from year;^ is too 
small to enahle him to meet ov.m the oall^ of ^wvx\ ohUgatious 
ocpiirring onlv otpa^ionully, iUkI wliieh *lu not entail aiiN 
very great outlay. 

TJic facile a^.umption often tnadc th'.t the pre?'-nre of 
land n'^'-es'-’inent is re-rj'Kjn'^ihle for the Khedut’^ horrorvings 
in not a few cames ; but the greater iiuddence of indebtedness 
in the more lightly :i'"-cs‘-f'd yiahals lihe l).r‘=kroi mid Talaja 
compared with the moie highly n'-'-e'-'CHl Mahals of Kniidla, 
Lilia, etc., militates ng.ainst .‘^uch a hasty a jiriari assumption. 
The average asscKsment per Bigha for these umr Mahals is 
Me. 1-2-0 for Daslrroi, Me. O-Li-S for Talaja, Me. 1-10-0 for 
Kiindla and Ms. 2-1-4 for Lilia. But the ratio of indebtedness 
to asse.ssmcnt as found by ilic Oonimitfoc varies inversely, 
i.c.. the average debt per rupee of assessment is Ms. S.7, 7 . 0 , 2.0 
and .3.0 rc.spectively for D.iskroi, Tulaja, Knndla and Lilia. 

These figures conclusively .show that there is no correlation 
between debt and assessment. If that were so. the more 
highly assessed lilahals would show a greater amount of indoLted- 
ness and those lightly as,sc.sscd Avould be found to be indebted 
to a lesser extent. But such is not tbc case. T]ie conclusion 
is ine^^table tluit the alarming extent of ngriculhiral indebted- 
ness is the result of the peculiarly grasping and extortionate 
methods of money-lending, of wliicli tlio Ivlicdut was the xoct im. 
This opinion is further reinforced, when one rememhers. that the 
nucleus of the original advance in the majority of cases is seldom 
very large, and that the Sowcar's books show tbe borrowing 
Khedut in heaxy arrears even after be lias made large repay- 
ments on accomit from time to time, exceeding in many cases 
twice, thrice and four times the sum originally advanced. 
These heavy arrears shomi as outstanding can only he attributed, 
as the Coimnittee have found after examining numerous cases, 
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to tlie accumulation of interest, premium and numerous otlier 
varying charges, which the Sowcar’s ingenuity sharpened by 
greed is so fertile in inventing. 

9. It would be too long to enumerate and describe here 
in detail the various artifices and unfair deduces resorted to by 
the Sowcar, to increase several-fold the original nucleus in as 
short a time as possible. Besides the overt additions of interest, 
commission and other charges, the outstanding accounts were 
further sought to be swollen by the Sowcar’s irregular 
and cryptic method^ of^j^oun^^eping, nnrl mtpjp .. 

by his carelessness ^in acknowledging and giving credit for 
payments made on account. The Sowcar’s various methods 
of dealings and the characteristic features of his system or 
rather no system of accounts have been noticed and commented 
upon at much greater length and in more elaborate fashion in 
the Evidence Volume, which summarises the more important 
of the statements of the large number of Sowcars examined 
by the Committee, and ofiers general remarks and, so to say, 
a rumung criticism on these statements. 

10. Only as occasion arises, reference will be made here 
to a few typical instances, though by no means always the worst, 
of the way in which the Sowcar seeks to victimize his illiterate, 
ignorant and debt-depressed Khedut customer. 

Eirst, mention may be made of the fairly prevalent practice 
of what is Icnown as the Savaya system. This system means 
that a loan of Rs. 100 taken either in the month of Jeth or Ashad 
or even Bhadarva or Asho, for sowing, weeding, and other agri- 
cultural purposes, will have a quarter of that sum added to 
itself, by way of premium from the beginning and the aug- 
mented. sum, viz,, Rs. 125 mentioned in the bond as the actual 
advance, and the same made returnable in Magsar or- Posh 
of the ensuing year. In other words the sum of Rs. 100 will 
earn in the short space of 4 to 8 months, an interest of Rs. 25. 
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Intlu'ToMilt ai.jttnn wiU iiof Ijr- 

finvtliini; U’-' tlius .’57^ t<> 7.' j-f’! 

()n<- v.-iul'i porh.ip- tiiinl: t)rU nl! Kiu-lnt- v.oiild not. Ix' 
Mibji" txi to tht'O' nviirinu‘- Ifvu ^ .uiii tin- \voul<l only 

v.irv tin’ '•"‘rnr* of hi'- 1<! >ri iu proportion t'> tlu* vi*.!! suhI nntf'r- 

t.uni V of revuN t ry. innlciu" iKoiu luaJor in the ( i-"‘ of tho poorrr 
cultiViU (iT'. v>Lo'** rT> fill Vi.is iou nnd it suittUt fnrtlior It** 
Mippo'-i'fl li'.kt f‘niy tiC' 'ly Kiir-hit' v,o\iM h.ivo to hulnnit to 
anv maliio iairdm heinK upon ilo-m to o1»t.iin a !o.\n 

winch tiny ji'ijiiirctl, I’nir '•tmtr.irv to cxpMtation. tlu' Com* 
nuttri' fotnid tiint the former pr.i.’ti'c to hnul iii«.ts'‘y lo grevl 
Klicilut^ on intcre-.! .it im'}’ r-ite*. of *t to lo aiimw ])(t met)*!")!! 
li.nl ahni>''t ciittrcly di'.ippo.ired.riiui r-ven oood 'olv'onr Klu'dat^. 
ag.iin^f wlmm tho Howc.u Inul tii'Vor had oiaaNion to rci'int to 
a hnv court foi the leeuvury of In', money (ouhl not obtain a 
loan e.vcejit on the .’^.ivaya ^.>10111 de.-n ibed Jibove. 


Monf'\ • boijtN 
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b\ ft lW(Hi qtwjt 
til\ of Kapi*. 


Jl. But if cvdi u good euKivator has to submit to 1110*^0 
exacting levies in the mat ter of his loans, contracted for strictly 
agricultural ]mrpoo‘s. tin* poorer cultivators, who naturally 
fonn the majority, fate still worse, and. in their ease, the con- 
ditions of borrowing :in‘ still more exacting. For, be.side.s 
adding as u.siial a quarter of the sum actually lent by way of 
premium, the Sowcar stipulates to receive from the borrowing 
cultivaions, in.stead of a money pamieiit. a fi.ved quantity of 
Kapas in llie ensuing harvesting season. To take a concrete 
illustration, if Bs, ]00 is advanced in A.shnd or BhadarNTi. 
Es. 12a as stated above \vould be sliown in the bond as the sum 
actually lent, and tlic cnltivator further binds hitnself to deliver, 
in the ensuing Kartalc or j\Tag.sar,a maund of Kapas for every 
Es. 2 due, i.c., G2i mauiids in all for the whole sum of Es. 12a. 
Further suppo.se that the cultivator fails to deliver wliolly or 
partlj the stipulated quantity of Kapas at the time agreed to, 
the result in most cases would be that the whole stipulated 
quantity of Kapas or the balance remaining due. ns the case 
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may be, would be converted into its money value at tbe pre- 
vailing market-price, and a fresh bond passed for the same 
occasionally added to again by 26 per cent. For example, 
if in the case cited above, the borrowing cultivator is unable 
to deliver the whole of the G2-|- maunda of Kapas stipulated in 
the bond, and the prevailing market-rate at the time fixed for 
deliveiy is Es. 8 per maund, which was too often the case 
in those years of boom prices, the cultivator svill be called upon 
at the end of 4 or 8 months only to pass a fresh bond of Es. 500 
representing the money-value of 62-|- maunds' of Kapas. In 
other words the Sowcar will have the satisfaction of seeing 
the sum of Es. 100 originally advanced by him' increased fivefold 
in 6 or 8 months only. 

These stipulations for deliver}’- of cotton in lieu of money 
are naturally much commoner in such cottpn-grovang districts 
as Lilia, C4adhada and Botadi Indeed it was noticed that the 
greed for cotton of some of the Sowcars in CTadhada Mahal 
would not .let them, grant any loans unless the same were 
stipulated to be . jiaid for by the- borrowing Klieduts; by a 
fixed quantity of seed-cotton from the next produce, calculated 
at a rate of price 50 to 100 per cent, less than either the prevailing 
or prospective rate of price of Kapas. It should bo added that 
in some cases these forward contracts for the sale of cotton are 
more or less speculative ; and the local agents of the Botad 
cotton-mercliants egg on even those cultivators, who have no 
need to borrow to satisfy some immediate pressing domestic 
or agi-icultural want, to sell their cotton produce in advance ; 
and all they receive, is a small amount by way of earnest- 
money. It need hardly be added that the Kheduts’ hopes' 
of reaping any inordinate profits are seldom realized. • For as 
remarked in the notes of Evidence for Gadhada Mahal, “ pitted 
against the knowing Sowcars fully in touch with the movement 
of' cotton prices, the cultivator’s chances of deriving any un- 
expected profits from such forward contracts iite very small,- 
while the 'risk of his losing the advantage -of an unexpected’ 
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rise iu prices is always present. As generally happens in such 
speculative transactions, the Khedut finds at the time of 
the harvest that he has oversold and is unable to deliver 
the stipulated quantity ; and the Sowcar obtains a bond for 
the difference in the agreed price and the prevailing market 
rate.” 

lOieduts’ need 12. Though the speculative desire to make an unexpected 
mLcy^cxpiSed! gain was sometimes the motive behind such forward transac- 
tions, oftener than not, it Avas the Ivliedut’s urgent need for a 
small cash amount, that was exploited and the sole inducement 
for such fonvard sale of cotton was to be found in the small 
cash sum offered as earnest-money at the rate of a rupee or two 
per maund of the stipulated cotton, and which sum went to 
meet some pressing necessity, such as paying the labour- 
charges of weeding or cutting and gathering the ripe crops, 
picking cotton or other equally urgent agricultural operation. 
As remarked in this connection iu the course of the Committee’s 
Eeport, “too often the Sowcar makes his business of money- 
lending ancillary to securing in advance, at as cheap a price as 
possible, the expected cotton crop of the Khedut debtor ; 
and the latter. Avhen he is either oversold as he often is or the 
crop yield does not come up to expectation, has to pass a bond 
for the money-price of the undehvered quantity of Ivapas 
at the prevaihng rate.” 


Atak or Pe- 
nalty clause de- 
scribed. 


13. At times the Sowcar would not directly stipulate for 
repayment of loan by a fixed quantity of cotton, but the bond 
would include a time-clause and only failure to pay on tbe due 
date would entail liability to debver tbe fixed quantity of 
Kapas as stated above. But tbis penalty or Afcak clause, as 
it IS called, was generally most rigorously enforced, and when 
once tbe Atak Kapas became due, even by tbe prescribed 
period being exceeded, as it too often happened, by a day or 
two only, tbe Sowcar gave no quarter but insisted on realizing 
bis pound of flesh. Tbis is none too strong language to apply 
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considering tliflt the initial Savaya increase and the Atak 
clause combined often enabled the Sowcar to increase as shown 
above his original loan fivefold and more in six mouths and 
even less. 

Tlie hardship worked by the prevalent practice of advanc- 
ing loans only on the stipulation of tlie same being repaid by 
Kapas at low rates often fifty per cent, lower than the marlcet- 
ratc was most forcibly brought home to the Committee in 
Tappa Patana of Botad, where while the general percentage 
of indebted Kheduts for the whole Ta])pa w'as less than 40 
and the average indebtedness per Khedut was Es. 232, 
some %'illages where the pernicious practice of stipulating 
for deliver}' of Kapas in lieu of money pa 3 'ment prev'ailcd, 
showed 85 jier cent, of the Kheduts as indebted, and the figure 
of average debt returned was as high as Es. 525. 

14. Again where tlie cotton -merchant also eniovs a sowen 

^ of Ills po 

monopoly of the money-lending business in a particular monoy-ic 
village, his position lends it.self to double abuse. Not only is 
he able to secure in advance the produce of lus Khedut cus- 
tomer, but his position as the callage Sowcar gives him an 
advantage over other buyers, if there be any, and he can gener- 
ally dictate liis own terms and rates, and as might be easily 
imagined, the only limit to such dictation, where tlie par-ties 
are so unequally matched, is such sense of justice and modera- 
tion as the Sowcar might possess. 

Thus the ICliedut’s dependent condition often prevents 
him from realizing the best price for his produce, which he 
otherwise Avould in a free open market. But if it is not 
always true that the TQiedut sells in the cheapest market, 
it is not too much to say that the Kheduts— especially the 
poorer illiterate Kheduts of a baclvward class like the IColis — 
generally are seen to buy in the dearest market, and it sliouH 
be remembered tliat the Ivhcdut is usually a buyer' and only 
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once or twice in tlie year, a Feller. It was noticed especially 
in the coastal areas that the poorer Khediits made over to 
their Sowcar almost the whole of the produce of the soil im- 
mediately it was harvested, only keeping in reserve a scanty 
store of grain sufficient to last barely a month. The Khedut, 
no doubt, received credit for tliis in the Sowcar’s books, but 
at a price, which was 25 to 30 per cent below the ruling market 
rate. But the contrary was the case, when the Eledut was 
the buyer and not the seller. For all articles of domestic 
necessity, which the Khedut buys, on credit, in small quantities, 
the Sowcar usually charged prices, which might be an^dhing 
from 25 to 50 per cent, higher than the prevailing market-rate, 
and further, when at the end of 3 or 6 months, or very rarely 
a year, accounts were settled and a balance struck, a substantial 
smn, by way of interest and premium, was added, and a fresh 
Khata drawn up for the whole amount. 

Even where the bond for the balance outstanding osten- 
sibly provided for interest at a rate of 12 to 18 per cent, on the 
occasion of renewal, 50 per cent, and more were often added by 
way of interest, and the increased amount shown as principal 
m the new bond, the excess above the prescribed rate of interest 

being effectively concealed by fictitious credit and debit 
entries. 


gain the Committee observed that the Sowcar, in making 
p accomts and adding interest, usually made no deduction 
or interim payments on account, and interest was calculated 
on all tlie debit entries for the full period of one year, irres- 
pective of the difierent dates on which the borrowings may 
_ ave been made. Some Sowcars entered the interest item 
m advance, simultaneously with the debit entry of the prin- 
cipal sum lent. The result was that when accounts were made 

intr entries, the 

i^wJ? sterns themselves also bore interest. In other words 
interest was added twice over. 
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; In. short, there is no; end tothe mischief ■■wrought by the 
e'vil of the So'wcar combining the dual functoin of merchant 
and money-lender. The Committee foimd that even where 
the Kihedut. sold his produce to a third party, he was obliged 
to pay to his Sowcar a commission at a fixed rate of one anna 
per each maund of Kapas and grain sold. Where the Sowcar 
himself was the buyer, he did not always pay cash for the 
produce received, biit ver 5 >- often misappropriated the price 
of the produce dehvered to the adjustment of old outstandings 
■without' the Khedut’s consent, and the result was that even 
for his immediate needs, which the Kliedut would have other- 
wise been able to hnance from the price of his produce, he had 
to incur fresh debts' paying hea'vy interest and premium charges. 

15.. In Kadhara dealings, grain supplied in Shravan 
or-Bhadarva and returnable during the ensuing Diwah harvest 
is subject to a 50 to 75 per cent, increase, an(^ additional usual 
condition imposed being to commute an inferior ■ and 
cheaper kind of grain like Juwar into the dearer Bajri or 
Bajri iuto wheat. This system becomes still more oppressive 
when the • Kadhara dealings are. practised on what is kno-wn 
as the Mol-Savaya basis. This means that where there is 
failure to dehver the stipulated quantity at the agreed time, 
the Kadhara bonds are liable to be renewed thrice in the year, 
i.e., at the times of the tliree harvests of Diwah, "ft^heat and 
Chhasatia (irrigated Juwar crop raised in summer), every 
occasion of renewal being utihzed to commute the cheaper 
grain into a dearer kind and again to make the original quantity 
returnable by a quantity a quarter or half as much again, 
and occasionally even by double the quantity. 

Some Sowcars are observed to vary this Kadhara system 
in such a way that the quantity of com advanced was first 
increased by. 25 per. cent., and the augnaented quantity was 
converted into money, at a rate of price 25 to .75 per cent, higher 
than the prevailing rate. In other words, both the quantity 
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plained. 
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Fonnird con- 
tracts calleti 
‘Jalap’. 


advanced and price are liable to increase. Avbicb inflicts a 
double loss on tbe borrov'ing cultivator. 


How tbe poor Hliedut is %'ictiniizcd mar be judged from 
tbe fact that tbe Committee came across instances of tSowcars 
bemg enabled by tliis vicious .system of Ivadbara to increase 
tbe original advance of coni 700 per cent, in five years, in spite 
of interim receipts on accomit cqualbng 125 per cent, of tbe 
original loan in tbe very first two years and 150 percent, in the 
first four years. Tlie Committee was, at first, at a loss to 
account for these huge additions. But it was ultimately 
discovered that what tbe Sowcar actually did was to add 50 
to 100 per cent, to tbe quantity due for any year without first 
deducting therefrom, as be in all fairness should have done, 
tbe quantity delivered on account in that year. Tliis accounts 
for tbe otherwise inexjilicable large uicrease of 700 per cent, 
referred to above. 


16. Jalap is only a variant of tie forward cotton contract 
referred to above and is specially prevalent in tbe coastal 
Mahal of Talaja. MTiat is particularly reprehensible about 
these Jalap contracts is that the indebted Kbcdut is induced 
to sell up bis expected grain crops and occasionally also cotton, 
only a month or two, in advance of tbe harvesting season, 
not m return for any fresh cash advances, but only for credit 
given in adjustment of old outstanding accounts. Further 
the pnee allowed is anjirbing from 40 to 100 per cent, lower 
than tbe price, which tbe Kbedut would have reabzed, bad tbe 
Sowcar shown a bttle forbearance and postponed recovery of 
old debts bearing interest, for two or tliree months only. 

s nces were also met with, where tbe period separating tbe 
date of the Jalap contract and tbe time for harvesting tbe 
prospective crop sold in advance was barely 15 days. 


One can understand a Kbedut seUing up bis crop before- 
and for obtamng cash to meet some urgent agricultural need, 
u en e oes so to pay an old debt outstanding from tlie 
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past/ the suspicion arises that such payment . must , be the 
result of either constant dunning or threat of recovering the 
debt by resort to court, or pf execution of an existing decree, 
or again the payment might be the result of such subtle undue 
influence, as a creditor alone can exercise over a debtor,, .who 
is constantly in need of the services of the former and must 
maintain his credit and good faith at any cost. 

To call a transaction of this nature, a regular contract 
of sale is rather a misnomer. This is merely the case of a 
Khedut parting with his crop under pressure, the strength of 
which can readily be imagined where the mutual relation is 
of debtor and creditor. 

17. Where a Sowcar holds a decretal debt, he often 
succeeds, by merely flourishing the threat of execution, in 
maldng recoveries, which further are, against the express 
wish of the debtor Khedut, not credited under the decree, 
but credited towards other ordinary Khata debts, which thus 
get paid ofl without the Sowcar undergoing the trouble and 
expense of suing in a court of law. This is little short of 
misappropriation. It need not be pointed out that the debtor 
Khedut would naturally be anxious to first pay off a decretal 
debt and stave off execution and not a simple bond-debt. 

■ 18. The Committee observed in places that originally 

good and solvent Kheduts, when they found themselves 
involved in indebtedness beyond a certain limit and had 
little hope of saving themselves from the gulf yawning before 
them, became desperate and developed a tendency to be 
contumacious. This destroyed their credit and capacity for 
further borrowing ; and ultimately they were even driven out 
of their land ; or if they continued to occupy and till the 
land, they did so for their master, the Sowcar. Of comse 
such extreme cases were rare ; and even where they occurred, 
they were not likely soon to come to the notice of the Darbar ; 
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for those would be taiitamoiiut to collusion between the nominal 
Kliedut-holder and his Sowcar, as there is always present 
the risk of the Darbar resuming any Khata-land, which 
is the subject of an illegal and miauthorised lease or 
moitgage. 


The restiicted right of leasing granted in recent years 
to the Darbari regivStered Khatedars was intended to meet 
only the hard case of a poor cultivator, who had not the 
wherewithal to carry on agriculture and was therefore to be 
allowed to let his holding for a limited number of years, thus 
enabling him in the interval to improve his economic condition 
and resume agriculture on liis ovm. But it was noticed that 
taldng advantage of this right of leasing the Soivcar got the 
Khata-laud transferred to him in payment towards old 
debts, and the evicted Khatedar was obliged to emigrate 
outside. Surely it was never in contemplation that the facility 
of leading afforded for quite a different purpose vvould be thus 
exploited by the Sowcar to recover his old outstandmgs, even 
to the extent of ousting the Khatedar and driving him to a 
distant place to earn his livchhood. It need not be pointed 
out that it the leasing of land was allowed to flourish unchecked, 
there was some risk that in com’sc of time man)^ holdings would , 
come to bo occupied by non-agricultural classes, whose sole 
interest in the laud would be to obtain as much rent as possible 
from the lessees. But tliis is onlj^ by the way. 


snv,.^r« in- 19. The books of the Sowcars arc so mampulated and 
till/- mturo ot tliero are so many collateral oral agreements, not included in the 
pnmsi'n of n'littcii coutract, that it was next to impossible to extract tlie 
regarding the nucleus of the original advance and 
the .subsequent accumulations of interest, commission, etc. 
Still if the Committee liave heeii able to ffnd out the truth in 
the majoiiti of the cases examined, it was only as a result of a 
})ieliminary order passed by the Darhar to the effect that all 
communic.dions made to the Committee and all .statements 



SOWOARS INDUCED TO EXPOSE TRUE, NATURE. 


17 


prepared and depositions taken by it, would be treated as 
confidential and prmleged, and the same would not be admis^ 
sible as evidence in legal proceedings. It is certain that vdtliout 
tbis promise of secrecy and a preliminary assurance that, the 
Sowcars’ statements were to Ire considered as without prejudice 
to any legal proceedings pending at the time or that might 
jie instituted in future, it would have been well-nigh impossible 
to elicit from the diflierent Sowcars the very valuable, 
and, considering the very delicate nature of the subject and the 
Sowcars’ interest in concealment, on the whole, full, fair and 
candid information, winch they have supplied to the Committee 
regarding their methods of deahngs with the Kheduts and of 
keeping accounts. 

20. ■ At times duplicate Khatas or Kliatas for double 
the amoimt are alleged to have been obtained' by the Sowcar 
as a mere threat to ensure timely recovery, the private oral 
understanding being that the fictitious bond or the bond for 
the augmetited amount Wcas not to be enforced and any payments 
made on account would be given credit for double the amomit. 
But the only security the Khedut had against the Sowcar 
enforcing the fictitious claim in Court, was the latter’s oral 
word, which had no legal force and about whose moral value 
the less said the better. In fact the Committee came across 
instances of such fictitious duplicate claims being actually 
decreed and even recovered under pressure of execution. 

In brief the Committee saw that some Sowcars had almost 
systematized the art of cooldng accounts and maldng false and 
fraudulent entries. To minimize the large additions of premimn 
and interest, they were falsely described as fresh cash advances 
or mixed up mth items of interest and premium. 'Eenewed 
bonds often purported to represent new loans and, to make 
the fakement of a new cash loan seem more plausible, the- 
Sowcar resorted to the artistic device of separating the old 
and the renewed bonds by an interval of a, few. days. In the* 
Evidence Volume have been included, even at the risk of some;; 
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repetition, instances of dealings of the same type, such as 
duplication of Khatas, entering in the bond double the amount 
due, misdescription of outstanding balances as fresh cash loans, 
etc., as otherwise it was not possible to convey an adequate 
idea of the general prevalence of the •wrongful practices, 
'WTiat made these practices more reprehensible was that nc 
uniform method of maldng fraudulent increases was observed, 
but each Sowcar had his ovn\ method and the same Sowcai 
also varied the method on difierent occasions and in respect 
of difierent Khedut debtors. The result was that from thi 
mere accounts, •which gave no trace of such increases anc 
additions, the nucleus of the actual original advance coulf 
never be determined, and for doing so, one had only the 
oral uncorroborated testimon)’' of the Sowcar to go upon 
Of course, it goes without saying that even those Sowcats, 
who had the frankness and candom.', imder a promise of secreoj 
and prh'ilege, to lay bare the real nature of their transactions 
before the Committee, would be altogether unwilling to do sc 
in a court of law and thus discredit themselves and then 
account-books for all time. Matters would be further compli- 
cated as they often are, when either the Sowcar, who originallj 
dealt •with the Khedut and wrote up the accounts or the lattei 
or both had died, and the question of separating the actual 
nucleus of advance from interest additions and other fraudulenl 
mcreases, made in the first instance merely as a tlireat tc 
ensure timely recovery, w^as in issue between the Sowcar’s heirf 
and tlie Khedut or his heirs, and there was not available ever 
the questionable guidance of the memory of either of the 
origmal parties for arrhong at a correct decision. 

Mention should also be made here of Sowcars keeping 
more than one bond-book relating to the same period, 
and It frequently happened that bonds passed bj 
e sam^ person and in tlie same year were entered ir 
erent ^oks. The plausible excuse advanced for having 
separa ata-books was that while one was detained it 
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court; tlie other book might be a handy ; convenience. • But 
this - ejqplanation could not hold water, when the .-books 
showed two Khatas passed by the:- same party and bearing 
the same date and the suspicion of duplication of Khatas 
could not be avoided. But apart from the . scope for 
deliberate fraud given- by this practice of having more than 
one Khata-book, this loose method of entering Khatas relating 
to the same person was also not unlikely to lead to the un- 
conscious -victimization of the Kheduts, who have the misfortune 
to deal with such a Sowcar. After a lapse of a few years, 
even the Sowcar himself would not be able to teU -without a 
laborious search among his books, the exact amount in which 
a particular Khedut was indebted to him on a particular 
date. Further when a Eihedut made payment on account 
in a particular Khata, there was some risk of -the same behig 
credited in some other Khata, which was time-barred or very 
near being time-barred. 

The Sowcar was not seen to be regular in keeping accounts, 
even when he was a mortgage transferee of fruit-trees Hke 
mangoes, though such a contractual relationship imposes a 
statutary obligation for good management and rendermg of 
accounts. The sums obtained by the sales of the yearly 
fruit-produce were never credited at the bottom of the mortgage- 
deeds, nor in one place in one book, but the credit-entries 
were found scattered in more than one book. It was observed 
by the Committee that a creditor, who had obtained a mortgage 
transfer of fruit-trees, was always reluctant- to restore them 
to the owner and, under one pretext or another managed to 
retain their possession for an indefinite period of time. In 
many village.s, the Khedut had been practically dispossessed 
for all time of the mango trees, which their labour and care 
had helped to rear up. This shows how opportune is the 
enactment of the new rules relating to trees, which prohibits 
the "transfer by mortgage or sale of trees standing on Khata- 
lands.. • . - 
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PractiCi'vl difti- 
cultics in enforc- 
ing a standard 
method of 
account-keeping. 


Once indebted 
aln'ays indebted. 


Usurious deal- 
ings only too 
prevalent. 


21. The irregularities and the deliberate manij)ulations 
in the acconnt-boolcs suggested, in tie Committee’s %dew, 
’the necessity of iniposmg on the Sowcars some standard 
method of keeping accounts, rvliich would prevent the 
multiplication of hooks for the same year or period of years, 
and the entermg of Khatas relating to the same debtor 
Khedut in different books. Where no journal was kept, and 
accomits of dealings were sho^^l in a large book of Khatas 
only, there was little need to split up the transactions with a 
particular Khedut. under different Khatas, but should as far 
as possible be .shown at one place only. But if the Darbar 
had so far refrained from undertaking legislation prescribing 
a standard method of account-keeping, it was not because they 
underrated the necessity of such legislation, but it was only 
due to a recognition of the practical difficulties involved in 
enforcing such legislation even when passed. 


22. It was obvious that once the Khedut was entangled 
m dealings of tliis nature, he would continue to be indebted 
to his Sowcar for all time. That tliis is by no means an exaggerat- 
ed and oterdrawn picture will be evident from the numerous 
instances of money transactions of this nature recorded in the 
depositions of the Sowcars themselves supported by entries 
om their books. The Sowcars statements are summarised 
and retnewed in the Evidence Volume already referred to before. 


23 . 


should It be supposed that transactions of thii 

nature are exceptional or isolated. They rather seem to forn 
e ru e. The ^ whole atmosphere is so demoralized by thi 
a ent grasping methods of money-lending, that even wher( 
the cultivators lend and borrow inter se as they often do, th. 
terms they impose on one another are hardly less exacting. 

iipTp n occasionally come across instances of a Sowcai 

here and there, who was fair- in this dealings vnth the Kheduts 

T '' '''! «^Pl^‘'^size tin 

g sombreness of the picture. But even granting- thaf 
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it would be ■svrong to lump aU Sowcars together, it is an indubi- 
table fact that by far the larger majority are given to usurious 
practices and if they difler at all, they do so only in the degree 
of usury practised. As remarked in the course of the 
Committee’s Eeport, “ at one end, there are a few, perhaps a 
very few Sowcars, who are content with a moderate retimi on 
their advances, while at the other end, there are those who are 
most grasping and usmious and squeeze the Khedut at every 
possible turn, practically reducing him to the condition of a 
landless labourer, tilling the soil for the benefit of his master,* 
the Sowcar. Between these two classes, there are all kinds of 
Sowcars, who practise usmy and extortion in varying degrees. 

Where the majority of Ivlieduts are involved in monetary 
transactions of this nature, there is small chance of then- ever 
achleAung redemption unaided. In then present chcmnstauces, 
the only means wherewith they can hope to pa)' olf the arrears 
of past debts is the narrow margin of profit left to the Kheduts. 
What is this margin? In ordinary years, theaverage net produce 
of a moderately sized holding after paymg the State demand and 
dcfraymg the cost of cultivation, is just sufficient to support 
the cultivator’s family ; and any balairce of sa^ing it may leave 
behind, if at all, is never very great— certainly not worth much 
more than a sum equal to the amiual assessment of that holding. 
Of course in exceptionally good bumper years, when the prices 
of the agricultural produce are also ruling high, the net balance 
of saving, one may grant, would be much greater. But such 
years are few and far between, judging from the experience of 
the last one or two decades ; and as a set-off against such 
exceptionally good years, one has to reckon with the frequently 
recurring seasons of short or abnormal rams. 

, 24 . So aU tHngs considered, one would not be far 

■wrong, in estimating the a'verage normal net gain of an indi'vddual 
Khedut at a sum equal to the yearly assessment payable by 
him to the State. If that be taken as a fairly correct estimate,- 
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Kliednt’s pat- 
hetic but futile 
efforts to redeem 
indebted condi- 
tion. 


it ■will be at once seen that the cultivator already indebted in a 
sum several times larger than the amount of the annual assess- 
ment of his holding, and further faced with the ever-recmring 
necessity of making fresh borro'wings, is not only not in a position 
to achieve his redemption rmaided, but has also his labour and 
what httle surplus wealth he may be able to produce, per- 
manently mortgaged to the Sowcar. The IQiedut’s unaided 
exertion to fiee himself from indebtedness may, therefore, 
be not inaptly compared to the hellish torments of Seisiphus, 
who no sooner had rolled up his burden to the top of the bill , 
than it fell do'wn upon his devoted head ■ndth redoubled Adolence. 


25. The Committee came across pathetic instances of 
Kheduts trjdng to seek relief from the pressure of indebtedness 
by parting with their all — ^the whole produce of the year as also 
their agricultural stock such as bullocks, carts, etc., which are 
expressly exempted even from attachment for decretal debts. 
One Sowcar was noticed to have received in the course of a 


single year, from five Khedut constituents of his, some 18 
bullocks both young and fuUy-grown, 2 bufialoes and one 
cart besides large quantity of Juwar, Bajro, etc. Even where 
the Eheduts in their anxiety to be rid once for all of the burden 
of old debts hanging round their necks like a millstone had made 
such Herculean efforts practiaUy reducing themselves to the 
condition of landless labourers, they stfil failed in completely 
extricating themselves from the clutches of the Sowcars, whose 
books continued to show them as still owing arrears. It was 
noticed that even the grasping Sowcar was at times moved to 
generosity and occasionaUy wrote ofi a portion of the balance 
ren^iiung due, by way of grace as he said. But such magnani- 

of aU such oppressive realization as 

ae last drop of Hood having alnead/bee^d^aSlrZ 
even ks hveatock of bkiocka so necessary for onltiva- 
bon. One almost noshes that some means could be devised to 
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prevent the private transfer of such agricultural stock, even 
as it has been deemed necessary to exempt them from attach- 
ment by a court, or the purpose of such exemption, viz., to 
ensure to the cultivators the undisturbed possession of their 
agricultural stock, would be defeated. But again the difficul- 
ties of enforcing such preventive legislative measures, even 
when enacted, seem almost insuj)erable. 


SECTION II. 

(1) Commiifce’s Findings and Recommendations. 

(2) Relief Measxires adopted. 

26. Altogether the Committee concluded, that unless 
outside help and relief were brought in good time to the Khedut 
already lieaAnly indel)ted and almost insolvent, he seemed 
doomed, if not to extinction, at least to a whole life of what 
would practically amount to economic serfdom. 

The Chairman, in his minute submitted to the Council, 
admirably summed up the whole position, as follows : — 

“Every profession needs capital, and so I do not 
think, a little indebtedness always argues an alarmingly 
poor economic condition ; but where a Khedut’s condition 
on examination discloses a debt, of which the amount 
, is always piling up and hence will be finally incapable 
of repayment, and, further, the transactions show intoler- 
ably usurious rates of interest, and frequent additions 
of premium, and other charges, such as Paghadi, etc., 
the -legitimate inference is that a clrronic disease has crept 
iui and if the- same is not carefully diagnosed and promptly 
treated, it will, doubtless, become the cause of the economic 
ruination of the indebted Ehedut.” 


UrgcE 
of roiiel 
ventw 
quencos. 
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In the same minute in describing the Khedut’s reaction 
to the vicious economic sr^stem, of 'wliich he was the Tuctim, 
the Chainnan further lemaiks that ‘’fortunately our Kheduts 
are meek and gentle. Had they an^drliing of the martial 
spirit in them, they v’ould have become mutinous long before. 
However, it would be no matter for surprise if things tended 
in that direction sooner or later, should there be failure to 
take timely remedial measmes.’’ 


^Mieii Sir Prabhashanker D. Pattani. the President of 
the Council, was fully appii'^ed of the alarming economic 
condition of the peasantry revealed by the Committee’s inquiry, 
he got thoroughly roused and. with his characteristic imagina- 
tion and sympathy and wide Icnorvledge of affairs, at once 
malized that unless grave agrarian trouble was to be risked 
in the near future, it was imperative to take inmrediate remedial 
measures to restore econoimc health to the debt-depressed 
and all but msolvent Khedut. 


tc.“otpa«s remedial measure adopted was the passmg 

ed of a Khedut Protection Act intended to afford the indebted 

IChedut rehef both in regard to past usurious transactions 
and protection against their ^'ictumzation in future. The 
Act is embodied herewith as Appendix ITT . 


A further justification for such exceptional legislation, 
^ one was needed, was prornded by the fact that the Civil 
urts. working under the ordinary law and procedure, were 
unable to give any rehef to the oppressed Kheduts even in 
cases 0 extreme ha,Tdship, where there was a manifest suspicion 
° a m. baTTng taken undue advantage of the Khedut’s 

in ebted condition. The Sowcar being famiUar with the practice 

book of accounts and obtam from the Khedut only signed and 

hat the Court had no alternative left but to decree the amount 
sued for, unless it was to disregard and trample under foot the 
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sanctity of the witten contract, on which civilized ' sbciety 
•mainly functions. The execution proceedings also worked no 
little hardship and oppression, and often when the decree re- 
presented a small, sum, the expenses of the proceedings, regular 

• and legal as also irregular and unaclamwledged amounted to a 
-sum as large as the one decreed. For whether the decree was 
for a large or small sum, the whole of the judgment debtor’s 

• standing crops in a field would have to be attached in execution 
of the decree, and a Chowkidar at the debtor’s expense employed 
to watch over the crops, until the same matured and were cut 
and gathered. The ordinary machinery of the law was found 
to be totally inadequate to protect the EJiedut, and indeed to be 
helping in his further exploitation and spoliation, 

' 28. This Act is largely modelled on the Deccan Agricultur- Mere 

ists’ Belief Act. Like its prototype, the Act invests the Court with inadequi 

, „ . n ^ meet sit 

powers, to open up the accounts or transactions irom tne"' com- 
mencement and to ascertain and award the sum really due on 
account of principal and interest at a rate not exceeding 12 
per cent. It also embodies the salutary rule of Dam-dupat. 

Such an enactment was overdue, there being no other course 
left open where the more advanced classes are found to exploit 
the poor as they have been seen to do here. Agreeing ivith 
the necessily of passing a law the Chairman of the Inquiry 
Committee remarked that even in advanced countries hire 
England, Acts have been passed with a view to regulate 
the rates of interest not only for Kheduts but for all classes of 
the people. Sir Prabhashanker, however, felt that the disease 
would not disappear merely by enacting a new law. The 
following remarks of the Chairman of the Committee are 
interesting: — 

“ The whole question is very complicated. The 
financial relations of the lender and borrower a very 
delicate matter always — are involved therein. Kheduts 
do need the help of money-lenders every now and then. 
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29. At the panic time all agreed that legipl.ition was at 
best meicly a neg.ilive help, which wap not adetpiatc to meet 
the lequiiomcntp of the capc. Ap is welldcnown. (he Deccan 
-Vgiicultmists Itelicf Act Inip failed to biing the needed lelief 
to thc lvhcdutelass.atlc.astnot totheextent anticipated, and 
naturaUy there was an obvious limit to the good that could he 
achieved by a mere Icgiplative measmo. how.soever. well- 
n entioncd and carefully elaborated Mich a ineap.utc might be. 
^or would it be enough, the Chairman felt, to improve the 
economic condition of the pooler Khoduts and afi'orcl them 
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all tte outstanding debts of tbe Khedut and enable bim to 
write on a clean slate once again. 

30. This Scbeme is published herewith as Appendix IV. Liquid 

schemo < 

• ' , cd. 

This was a scheme depending for its success upon the 
voluntary co-operation of the Sowcars and the . Kheduts ; 
and rule 1 of the Scheme provided that the Scheme would be 
applied in a big compact area, such as a Mahal or Tappa, where 
a majority of both the cultivators and Sowcars were prepared- 
to settle up their accounts according to the terms and condi- 
tions laid down in the Scheme. Further, the scope of the 
Scheme covered all the customers of the same creditor and aU 
the creditors of the same debtor. Again, as the redemption 
loan was to be advanced by the Darbar on behalf of the 
indebted Khedut and then recovered from him, though of 
Course by easy instalments, the amount of such loan had 
necessarily to be limited according to the capacity and solvency 
of the Khedut concerned. 

So according to the Scheme, the amount paid in composi- 
tion was to be governed by a twofold hmitation, viz . : — 

(1) It should not exceed a sum equal to three times 
, the annual amount of assessment payable by the debtor 

Khatedar. 

(2) The total amount paid on account of a particular 

Tappa should not exceed four annas (^th) of the total 

nominal' outstanding debts of the Kheduts of that Tappa. 
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SECTION III. 

Application of the Debt Liquidation Scheme. 

Scheme first 31 . Tlie first to take advantage of tlie Redemption 

applied topancli- r ^ 

taiavda Tappa Sclieme Were tlie Kneduts Sowcars of Panclitalavda Tappa 

LiUa. under Lilia Mahal. Earlier than that, the Gadliada Sowcars 

were approached to accept settlement of their outstanding 
accoimts with the Kheduts. But the attempt ptoved abortive, 
owing to the obstinacy and short-sightedness of the Sowcars, 
which prevented them from seeing that they would be enabled 
by such settlement to recover in cash and at one stroke far 
more than they could, if left to their own de\’ices, hope to 
collect in a number of years from their Kliedut customers, 
suffering from chronic indebtedness. 

If the Panclitalavda Sowcars were more amenable, it was 
mainly owing to the persuasive efforts of Seth Permanand 
Hakani, a local Bania gentleman, who is both an agriculturist 
and a merchant, and who had considerable influence both with 
the Khedut and Sowcar classes. j\Ir. Hakani made the 
Sowcars realize the advantages offered by the Redemption 
Scheme ; and the Ivhedut classes of course were only too eager 
to have the opportunity of achieidng their economic freedom 
bj ha\ang the crushing burden of old debts removed once for 
all. So a Committee was constituted consisting of two 
members, one drafted from the Judiciary and the other being 
a Revenue Officer of the rank of Vahivatdar. They were 
assisted by a staff of expert accountants. This Committee 
commenced examining the accounts of Sowcars in Panch- 
telavda m April 1930. Before the Committee finished 
Panchtalavda the Sowcars and Kheduts of the two remaining 

Tappas of Liha Mahal came forward 'to have the Scheme 
extended to them. 

Of course the examination of the complicated and oftener 
an not manipxilated accounts of the Sowcar was laborious 
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and exliaiisting ' work, and progress in tlie beginning ,was, 
necessarily slow. But with growing experience and familiarity 
with tbe. nature of tke work, tbe Committee felt its way more 
confidently and tlie pace of work quickened-. Tbe result was 
tbat wliile tbe Pancbtalavda Tappa alone took tbe Committee 
five to six months to finisb, tbe other two Tappas of Lilia 
Mabal were tackled in tbe comparatively shorter period of 
three to four nionths each. In Liba Mahal alone, the 
•Bhavnaga,! :Darbar paid out to the creditors Es. 2,63,777 in 
composition of their nominal debts of Rs, 9,98,384. 

32. When the Liha Sowcars acoepting the Scheme were Schc 

.. -I TT IT' • 1 tended 

seen to receive m cash such large amoimts, the distrust with. Mahai 
which the Liquidation Scheme was first regarded began to 
disappear, , and the Sowcars of other Mahals also began to 
appreciate the undoubted benefits of the Scheme. And so 
while the Committee was still engaged in Lilia Mahal, appHpa- 
tions were received for extension of the Scheme to Unnala 
Mahal. To cope with this increasing demand, the origuial 
one Committee- was increased to three, and more members 
from the Judical and Revenue Departments were drafted 
fox their constitution. Before Umrala Mahal was finished, 
the adjoining Gadhada Mahal, whose Sowcars fii’st obstinately 
resisted the offer of -amicable settlement, came into line, and 
the Committees released from Umrala Mahal were moved to 
Gadhada, ■ and before the end of October 1932 the whole of 
Umrala and Gadhada Mahals were accounted for. 

Two of the Committees then moved to Kundla Mahal and 
the third to Mahuva Mahal. At first only a limited number 
of Tappas of these two big Mahals asked for the application 
of the Scheme. But as the work progressed and large cash 
amounts were seen, ■ being disbursed by the Darhar to the 
Sowcars in settlement of their old claims, all the other Tappas 
of these big MaTia-ls asked for the extension of the Scheme,. 

It was feit by .the Darbar that any delay in settlement of the 
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work in Shihor .Makal v.'.,s .ntrti \-n to th- two 
who w,-ro last .-niM.s-a isi Uotad 'SUi.A. Tii- thr.-,* Ta}.|.is of 
Shilior Malm! w.-i,. (]„nf hy tli.-i* tuo fonunitt^o-, in tlw 
rourso of six tnoinlis. 

_ Tims tlw op, .rut ions of tl,,. which ro!nnt.w<a 
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In far the greater part of the Stuto- -in fact iht <mt of ftT TaiiP-t- 

was tackled m tlie eourse of the last 12 or U months only, 

1 IS time wlien all the six Committees Iv'gan 

worbiig m full swing. 

wifl.t!:' Statermmts are nttaehed here' 

area no 1 Malmls apt=essment. 

percenta"G^'o{ U holders, the immhers and 

pc centavo of deht-froe and indebted holders, the nominal 
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debts shown as outstanding in the Sowcar’s books, the 
amount actually paid in composition, etc., etc. It will be 
seen that out of a total number of 27,898 individual holders, 
15,405 or nearly 55 per cent, have been classed as free from 
debt and the rest, ^.e., 12,493 or 45 per cent, have been found 
to be indebted. Among the Kliatedars classed as debt-free, 
are also included about 1,560 to whom the benefit of the 
Redemption Scheme could not be extended either because 
they carried on trade or other business in addition to agricul- 
ture, and if these are omitted, the number of debt-free Klieduts 
would be decreased and the percentage of indebted Kheduts 
would correspondingly go up. 

34. The total amount of nominal agricultural indebted- 
ness as shown in the Sowcars’ books comes to Rs. 86,38,874. 
Both the number of individual holders and the amount of 
nominal indebtedness show an increase over the figures of the 
original Debt Inquiry Committee. This is, hi the main, 
explained by the varying interval of 4 to 8 years, that elapsed 
between the time when the figures for the first Committee 
were collected and the time when the liquidation scheme came 
to be applied at differing periods in the different Mahals. In 
the fairly long interval separating the first inquiry in a parti- 
cular Mahal and the actual application to it of the Redemption 
Scheme, there must have been naturally some splitting up 
of old Khatas, or on the demise of the ancestral holder, the 
subdivision of the Kahta land among the male holders while 
the holding continued to be nominally joint. This accounts 
for the increase of Peta-Khatedars or individual holders 
to 27,898 against 22,413 returned by the first Committee. 

Similarly the huge outstandings bearing usurious rates of 
interest and further liable, on renewal of the bond, to increases 
of 25 to 100 per cent, and more, must naturally tend to swell 
the balance' outstanding. There may have been occasional 
repayments here . and there, which should have, one would 
expect,' gone to reduce the arrears. But the intervening years. 


Discri 
betweer 
of tbo 
Commit 
those c 
ginal C 
explain! 
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Conjcc t u r a 1 
estimates of et- 
tent of indebted- 
ness not reliable. 


:i2 

tlioiigii gener.iliy not mucli 1k‘1o>v normal, ^\ere not also bumper 
ycius ; and finthcr tlio margin from wliicli tlic indebted Khedut 
could make lopaymenl'^ in tbo la^l few ye.irs. was considerably 
diminiblicd by (lie ])reeipitalo and eontimied decline in the 
prices of agiiculnual piodnoe. No wonder, therefore, that 
wliilc the first Committee letnnu'd the total debt figure of 
the Khcdiits ;U Rs. .- 5 ] ,4). 118, the investigation of the Re- 
demption Committees under* akon after a lap.so of vears should 
liave shown the amount of indebtedness to be Rs. 80,38,874. 
In other words tlicie was an increase of more tlian 50 per 
cent. But besides the time factor accounting for the largest 
pail of the increa‘-e in tlie total amount of nominal indebtedness, 
a poition of the augmented figure must also be attributed to 
the tendency displayed by some Khedut s at the time of the 
original mejuin* to conceal the ical po^ition regarding indebted- 
ness, cither, as stated before, for zeasons of jircstige or for fear 
of loMiig credit or it may be at the instigation of the Sowcar. 
But the motive for concealment ceased to be operative when 
It came to actual composition and settlement of the debts, 
ndeed the cicditor Sowcar was most interested in notifving 
all las outstanding claims, as it was an e-sscntial condition of 
tlie •-cheme, when once it came to be applied, that all debts 
prior J^be date of liquidation were to be considered to liave 
1 } paid up and discharged and all civil remedies in 
respect of such debts were expressly barred. Were this not 

nof-hiM 1 ''oi^dd obvioinsly fail of its purpose, wliich was 
constih T '''^‘olesale redemption covering all the Khedut 
S^d -^tors of the 

of debt wliPTi^!*-^ shonii between the figures 

6stuiictt6, fts soiDctin aes it IS see b * ^ ^ ^ tura 

rural indebtedness, especially K sT 

especially if such estimate is later to be 
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made tlie basis of a liquidation Seheino. It is no doubt a’ 
laborious piece of work to collect tbe figures of rural indebted- 
ness ; but tbe laboiur is worth taking if reliable, data are to be 
made available. 

36. The nominal indebtedness of Es. 86,38,874 di\nded inde 
among 27,898 individual holders of the State gives an average in^^reiTt 
debt figure of Es. 309 per individual holder. The ratio of 
indebtedness to land assessment, which is Es. 26,66,554 for 

the whole State is about 3 to 1. But if debt-free Kheduts 
are omitted, it is observed that 12,493 IClieduts paying an annual 
assessment of Es. 13,79,696 owe a total debt of Es. 86,38,874, 
and the average debt per each indebted Kliedut works out to 
Es. 691-7-11 and the indebtedness per rupee of assessment 
payable by each indebted Kliedut is Es. 6-4-2. These average 
figures, of course, vary for different Mahals, and the pheno- 
menon of the more lightly assessed Mahals showing greater 
intensity of indebtedness, which was noticed by the first 
Committee and has been referred to before, was also revealed 
in the course of the investigations of the Debt Eedemption 
Committee. 

Further the extent and intensity of indebtedness ivill be 
better appreciated, when one remembers that out of 44.8 per 
cent, of Kheduts classed as indebted, only 7 per cent, owe sums 
not exceeding 2 years’ assessment, while the rest are indebted 
in amounts exceeding 3, 5 and 10 times and even more the 
assessment payable by them. The percentage of the latter 
is as great as 37.8. 

Eedemption loan compared to assessment payable by the 
indebted Kheduts comes to Ee. 1-8-0 per rupee of assessment ; 
and the loan debt distributed over the area occupied by the 
indebted Kheduts works out to Es. 2-2-1 per Bigha. 

37. It was not without some feeling of nervousness that 
the Bhavnagar Darbar embarked upon this unique enterprise, 
which was nothing less than a total and compete redemption went. 
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of tlie wliole agiiculfcujal class, involving tlie advance, as now 
seen, of tlie liuge amount of Bs. 20,59,473 in composition. 

The heaiy indebtedness of nhe agricultural classes is a 
chronic malady of almost universal prevalence in India, and 
, various paUiative and tentative measures have been suggested 
or applied to lighten the burden of the indebted Khedut and 
improve his financial condition. But the present wholesale 
esperiment of total and complete redemption is unique and 
uncommon, and the enterprise on such a large scale is no doubt 
attended with some risk. But the risk, the Bhavnagar Darbar 
were comdneed, was worth taking. 


Barden of old 38. It is an asiomatic tnith that no industr}’’ can thrive 
rate? "^thout proper financing, and as agriculture is the largest 

Siaiiy*^re 3 ritog iu the country, its financing should be the first care 

everyone interested in village uplift. But no Scheme of 
tnre. agricultural financing can be complete, which fails to emdsage 

the problem of old debts, which bear usurious rates of interest — 
anjiihing from 10 to 300 per cent, and even more as found by 
the Banking Inquiry Committee. Wliile this dead-weight 
hangs like a mill-stone round the Khedut’s neck, it is impossible 
he can have any interest in his work, and if he were less fatali.stic 
and conservative than he is, he w'ould not have been able to 
carry on as he has up till now. But if he has carried on, it is 
only as a listless and indifferent cultivator, who has no heart 
in his business. 


As a newspaper writer, analysing the IDiedui’s reaction 
to indebtedness, says: — 

Agriculture suffers because, after all the human 
factor cannot be regarded as negligible and we caimot 
expect much from the labour and enthusiasm of an agri- 
culturist round whose neck hangs the huge mill-stone of 
old debts.” This view is further reinforced by the sense 
, of relief experienced by the redeemed Kheduts. A? 



OSTRICH-LIKE ATTITUDE DEPRECATED. 35 

Sir Prabliasliaiilcer 'wrote to a friend in reply to an inquiry 
. received about the Scheme, “ another favourable result 
noticed in the areas that have come under the operation 
of the Scheme- is that where, formerly the Khedut was 
a mere bstless and indifierent cultivator owing to' the 
ever-present fear of Iiis creditor attaching his harvested 
crops, he is now seen to put more heart and industry in 
his work ondng to the sense of greater security and relief, 
brought about by the remoi''al of the burden of past 
debts.” 

39. But one would think that the urgent need of debt- Ostri 
redemption in the case of the agiiculturists was hardly nobt^p 
an arguable point. Indeed everybody seems to admit the 
grave and menacing nature of the problem ; and this makes 
still more surprising the ostrich-hke attitude too often adopted 
towards it. But as the Koyal Commission on Agriculture, forci- 
bly put it, “ the worst policy towards debt was to ignore it and 
do nothing.” The Indian Central Banldng Inquiry Committee, 
as a result of its elaborate investigations formed the deliberate 
opinion that the problem of debt redemption is one “ of 
supreme importance from the point of the economic prosperity 
of the country as well as for the purpose of stemming the growth 
of discontent among a large section of the population.” Even 
political discontent in the country can be mainly traced to 
economic conditions of the rural population. As the Chairman, 

Diwan Bahadur Tribhuvandas, puts it ; — 

“ But I feel that the recent movement in politics 
has its origin in clironic indebtedness of the agricultural 
classes and their rack-renting by the superior holders 
to be met with everywhere. Any person can satisfy 
himself by visiting a village and examining the conditions 
of the poor classes. It is no wonder that political extremists 
easily find this a fertile field for their esqjloitation. It is, 
therefore, for the several Administrations to try to remove 
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these vossihilitiesj hy adopting all available means for 
the amelioration of the conditions of these classes. Our 
p-fforts are (li,stinctly directed to this end, though we are 
no propagandists but silent workers in our onm way 
and in oui- ovn spheres.*’ 


Unless therefore, the economic rehabilitation of the 
viOage ciiltivaror is achieved betimes, the jiosition wbich is 
grar'o and menacing enough in all conscience, will continue 
to worsen and ultimately might precipitate a country-nide 
catacij'smic disaster far more serious than any artificial politi- 
cal agitation, however \’iolcnt and unscrupulous, could ever 
bring about. Tire only way to a peaceful administration 
lies through economic contentment ; and relief of the burden 
of past debts of the village Kheduts — ^the backbone of the 
country— is the first and essential step in that direction. 


Dctt 

tion. 


Rcdenip- 


Upwt ^^* ^ correspondent in the Tmes of India 

Scheme tmiess recently remarked : — 

precede^ bj * ‘ 

IVext to education, the most acute problem of 

rural economy is as to how to remove the bonds of rural 
indehtedness that shaclde Indian Agriculture. It is 

said that ‘ the Indian Agricultimst is bom in debt, lives 
m debt and dies in debt.’ Thus the redemption of debt 
IS the fundamental condition precedent to the lamiching 
of any scheme of rural upliftment. There can be no 
denying the fact, therefore, that the further delay of 
age reconstruction or even the adoption of lukewarm 
measimes would admittedly bring about disorder and 
c y 0 a more dangerous character than those emanated 
from teead-iiots of fhe mban memploymont." 

that tb. n ^ ai^ation in some parts has become so acute 

“ the -luartets that, 

tte only method by which Agriculturists mTght be saved 

from utter rum was to allow them to repudiate all their debt 


Repudia tion 
no Temtdj. 
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M’n4CAiK):> or ini ui nr iiQUUViTiON' schkmi:. 


explanation of tLis (uiiou^ plionoinonon perluip^ to be 
iountl in the ^o]lo’ 1 ^Jn<^pa‘^s,lJxe taken from a letter ofSirPmbha- 
shankei IkUiani to ilio ^^ol^]a)o\vn eo-o])eMtor and public 
woikcr Mr. DevacUiai. in leply to a letter of liis iiKpiiring 
about the Bliaviiag^r Selieme : — 


“ ] ajn nopsyelio-analyst : but it no uncommon expe- 
iiome to find that Mlicn one eu'ner unable or iimnlling 
to do a thing, winch is oiheiui'-c ^toli:h doing, one does not 
<duay.sconie'i''Onc sinidulity.liut by a euiious p'^\Thological 
pro(e^^, one i^ ofron apt to deceive one’s self into the 
belief that the thing nftoi all not woith doing at all 
or the time is not ojijiortinie foi doing it. At limes. 
1 feel that a similar mental jiioce^^'-, though not distincth** 
recognised. 1 *=^ lieliind the non-jicsMiimis attitude adopted 
towarcK tlie pioblom of ruial dcht-redomjition. Mliile 
the suh-consciou*^ mind admits tlio iieccs'^itv of debt- 
redemption, the conscious mind is friglitened bv tlic 
seeming impo'=^il)i1ity of the task and piocccds to justify 
to itself its attitude of inaction and he<^itancy cither 
b} den} mg the problem or belittling its seriousness or 
agam In oonjming up a pietuie of tlic same conditions 
being lepioduced in a few years after the old debts have 
been once redeemed.” (17c7c Appendix All (4).) 


Old debts main 
Btumbling block 
to progrc'^s of 

CO operative 
ino\ oment. 


43. Atiotticr result of not going to tJie Leart of the problem 
} 'ceping beatuig about the bush is to get .side-tracked 
m .sponsoring sebemes of cheap and easy credit forgetting 

tegard of past indebtedness, attempts are made to unduly 

to L.W r other .schemes intended 

of r; ; the measure 

-ot totally failed. 

only a fair T necessary credit can have 

odj a fair chance of success, after the problem of old debts 
lias been succe.ssfully tackled once and for all. 
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Hox\ to go 
about It ^ 


Rcdcnp t J o n 
by mntmi con 
bent. 


Linutation of 
smii to be paid m 

composition 


indebtedpeasnntiy !>y aclvanf'iuga lofniof nearly Rs. 21,00,000, 
and, fiutlici vlien an enlerpiising Khaledar M'ants to go in 
for some costly agi icultiiral improvement, such as setting 
up a pumping plant, tlie D.-iibai Jielp him to do so by giving 
Tagfivi achancGa at e.i.s}’ rates of iiitciest. 


4o. If tlic need for redemption is once conceded, the 
net cjiiostion i.s liou* to go about the thing. 

46 hirst an attempt should he made for liquidation to 
pro( cod on a vohmtaiy basis. As Sir Prabhashanker has said 
in .1 ifttai viitteii to a friend, “ lilutual agreement and co- 
opr-iaTion between llie leiidei and Uie borrower is necessary 
foi the pcimaiieut .solution of the prolilem, wliile compulsion 
may not piove equally fruitful of succc.ss, if indeed it may not 
lea\e an after-taste of bad feeling and bad blood which may 
lead to future trouble between the two classes.” {Vide 
Appendix I'll (4)). Of coui-se the Bhaimagar Scheme was not ' 
leadily acquiesced in by the Sowcar : hut persuasion and ‘ 
Propaganda of the light type and. above all. the actual demon- 
stiatioii of the scheme in practice resulting in the pa}Tnent o' 
huge cash amounts and even reimbursing the Sowcars in Ccasi 
for old irrecoverable debts, gradually diminished the volune 
andmtensity of opposition and as the operations of the schene 
were extended, it found increasing favour udth the larger holy 
0 tie Sowcars in the State, excepting for a little ine^'ita^le 

opposition from a section of the Sowcars, winch continued tell- 
mgh up to the last. 


1 ] .1 course there can be no question of repaidng i foil 

a 1 the nomnal outelandings claimed by the Sowcar'. lomost 
es, le nucleus of original advance is small and the s.mlleu 
gures consist mostly of accumulations of interest, comrtssion, 
of old any sum advanced in comosition 

do, . t r“‘ determined with due regard to the 
capacity of the land holding and credit of the indeWedieasant, 


PRESENT TIME MOST OPPORTIINE, 4-1 

who is air but insolvent. • In the Bba^^^agar Scheme, the sum 
to be paid in redemption of tho debt of an indhddual IChedut, 
it has been laid dovm, should not exceed an amount equal to 
three times the annual assessment payable by him. 

48. . If redemption is decided upon, the present is the most 
propitious time, for undertaldng the task. The margin of 
agricultural profits, from which the individual Khedut could 
hope to make repayment towards interest and principal is greatly 
reduced owing to the prevalent economic depression, especially 
in the prices of agricultural commodities, and the creditors 
unable to make any recoveries on their own, would be in a more 
.amenable mood to agree to a scheme of composition, which 
holds out immediate prospects of payment. 

Moreover, it is being increasingly recognised that it will be 
most unfair and inequitable to insist on the full realization of 
fixed money-charges, such as the Kheduts’ debts, owing to 
the Sowcar, incurred at a time when prices were ruling much 
higher. At present with the disastrous fall in prices, the Khe- 
dut is now required, in order to raise a specific amount, to part 
with double and more than double the quantity of his produce, 
which would have formerly sufficed for realizing the same 
amount. It is as if the rupee-measure has changed overnight, 
and the hardship . caused is not less than would he the case, 
if a maund, which was supposed to weigh 40 Tolas, suddenly 
began to weigh 80 Tolas. 

Again with reduced land values and low commodity prices, 
it would be much safer to correctly appraise and calculate the 
credit and capacity of the indebted Khedut for repayment of 
the redemption loan, without the risk of such calculation 
Subsequently proving erroneous than would be the case in a 
period of boom, when land-values and prices were inflated, 
leading to an exaggerated view being taken of the Khedut s 
margin of profits, from which he was to pay the redemption 
loan., - 


Pres( 
most I 
for \ir 
redemp 
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Aiiotlier facior tending still fuitlier to reduce the margin 
of the Kliedut’s profits was the greatly increased cost of cultiva- 
tion due to increased laboiEr-charges. It should not he assumed 
that with the decline in commodity prices, there has been a 
coriesponding decrease in labour wages, which have rather 
tended to be maintained at a fairly high level. Indeed the 
Committee noticed that in several villages the wage earners 
popularly termed Ubhads. seemed to fare better than the 
regular Kheduts, a few Ubhads here and there being even 
able to advance money to Klieduts from their saAfings, If the 
advances lequired a.re not forthcoming from the State itself, 
the neeessciy timds in these times, when so much cheap and 
fluid money is going about seeldng investment, could be easily 
laised at low rates of interest, by properly organised Land- 
mortgage Banlcs or similar organisations. 

Trorfd'^mVrove coui'se, it would be Lazardous to make any fore- 

Khednts’ credit, cast regarding the future after wholesale redemption has been 
once effected. Our experience in Bhavnagar is of far too 
shoit a duration to base any generalizations upon. But 
the very fact that the Khedut is free from the load of old 
debts, should improve his credit and enable him to obtain 
advances on easier terms, should he require them. 

oosting^rteSow! Stated before, the money-lender cannot be 

car. altogether replaced. ^ Diwan Bahadur Tribhuvandas in this 

connection remarks in the 00 x 0186 of a Council minute dated 
15th January 1932, as follows 

“ far as I understand, it is not our idea to destroy 
the relations between our Kheduts and their money- 
en ers, in(hspensable as they are in a pfillage community, 
a v e aim at, is to remove the present conditions and 
res Ole t e pristine purity of those relations. I would 
not mind, if our Kheduts incur productive debts even at 
12 cent, interest. That will not kill the goose. But 
we ow t ese conditions do not exist at present between 
em. and the present unproductive debts of our Kheduts 
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are accumiilatioiis of ages of principal and tlie exorbitant 
rates of interest and commission clia,rged thereon. The whole 
class is involved therein beyond redemption, and. by our 
measures we desire to extricate them from their present 
embarrassments. The Khedut IleUef Act, we have passed, 
would control the rates. But the object of redemption of 
these debts by Darbar loans is to lighten the burden of the 
past improductive debts. Once this burden is removed, I 
■believe, it would be possible to have the old relations 
re-established. The capacity of the Kheduts to repay the 
loan vdth reasonable interest would increase, and tliis con- 
dition would naturally reduce the present rigorous terms.” 

That it was never intended to oust the Sowcar class al- 
together, would be made still clearer from the following extract 
from the Report of the original Committee : — “ It is obvious 
the State cannot replace all the Sowcars nor has the Darbar any 
intention of doing so. No one acquainted with rural life will 
grudge to aclmowledge the important and useful part the 
Sowcar once played in the economic life of the village. At the 
same tiine it cannot be denied that of late years both the 
Sowcar and his Khedut customers have been greatly estranged, 
and the breach is daily widening. Certainly there is nothing 
left of the old personal touch and s}nnpathy, which made their 
mutual relations so happy and useful to both sides. And it is 
because the Darbar earnestly wish that these old happy rela- 
tions may be early restored to the mutual benefit of both the 
Khedut and the Sowcar, that this big experiment has been 
undertaken of wholesale and simultaneous redemption of all 
the ICheduts of the State, and surely it is not too much to hope 
that, with the Kheduts freed from old debts, the Sowcars would 
resume their old connection ivith them, charging only moderate 
rates of interest, and at the same time the old nexus of 
personal touch and sympathy will be restored.” 

51 , -That the Scheme was on the whole just and equitable ^ scheme 
and meant to deal fairly also by the Sowcar, should be evident cS^s intei 
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ArpacATioN or the deht LiQurnATiox schemh. 


After-eficcts of 
redemption. 


Uncertain 
future no excuse 
for delaying 
necessary action". 


Redeinp t i o n 
saves huge in- 
terest charges. 


from tlic fact iliat as tlio operations of tlio Scheme extended, 
the Sowcars tlieinselves ]’rayed for the application of the 
Scheme. Tliis ^^ould not Imve hecn tlie case, were tlie Scheme 
oulr one*sided and not io tlie interest of the lender also. 

52. Tlie Bhavnagar Darhar are carefully watching tlie 
after* eiiecls of tln^ wholesrde redemption of the Khediits’ 
del>ts. So :ar there lias not been noticed any marked tendency 
to iiifur fresh debts in tlie redeemed I^Iahals. altliough nearly 
tliree yciir> and more have elapsed in some cases. But we may 
grant that a c('rtain percentage of redeemed Kheduts will 
again i elapse in the old condition of indebtedness after a few 
3"cars. But it is expected that the warning of bitter past 
oxj^erience vill in the majority of cases act as an effective 
deterrent against the Ivlieduts repeating their past improndent 
practices. 


53. But granting that the future is uncertain , that, it is 
submitted, should not he made an excuse for not undertaking 
or delajiug action, whose necessity is otherwise plainly 
indicated. ( Vide Appendix VII (2), ) 


But one may, in tliis connection, ask in the words of a 
newspaper correspondent: “"Would it be statesmansliip to 
allow agricultural indebtedness to grow nncbecked till the 
agriculturist became a free, enlightened, economic, human 
Tunt. It IS a %acious circle, really, and a beginning has to be 
made somewhere m the refonn of the conditions under wliich 
the agriculturist lives, moves and has his being.” 


54. 


flip A undoubted benefit conferred on 

cash ^ ^ annually pay in 

to the ba anae outstanding. As the nominal outstandings 

sam^to , ° *'>= m interest charges on the 

same would alone amount to Ks. 21.00,000 and more caleulat- 
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. ing interest at the rate of 25 per cent., whicli is imf ortunately 
the ordinary rate levied, though cases of still more extortionate 
rates being charged occur only too frequently. Indeed the 
Central Banldng Committee has found that the interest charged 
by the ^^llage Sowcar may be anything from 10 to 300 per cent, 
and even more. 

55. In short the Ivhcduts of Bhavnagar have had their 
arrears of debts owing to the Sowcars compounded and paid off 
by a sum of Es. 20,59,47.3, which is certainly much less than 
what the Sowcar used to either actually le^q' in cash or charge 
to the lOieduts’ debit account by way of interest alone ever}' 
year. Erom the standpoint of the State, it may be added, if 
Bha\Tiagar’s limited experience is any authority, that the State 
undoubtedly stands to benefit greatly by maldng its peasantry 
debt-free. If the Khedut formerly was not prompt and punctual 
in paying the assessment, and, as a result large arrears of 
Land Eevenue jjiled up, it was as the Committee’s investigations 
revealed, mainly due to the Khedut being head over heels 
in debt to the Sowcar. And though the Land Eevenue is in 
theory a first charge on the land produce, the more vigilant 
Sowcar always succeeded in recovering his dues fii’st. But 
that is now changed, and wliolesale redemption of the peasantry 
has resulted in better and easier recoveries of land revenue, 
which would not have been otherwise the case in these days of 
abnormally low prices. It was noticed that even where the 
season has been below, normal, and where formerly the Khedut 
weighed down by the burden of past debts, would have short- 
paid by 4 to 6 annas, the State has been able to recover the full 
nnit of assessment and also something towards arrears. So 
even putting it on the low ground of self-interest, the State 
itself stands to gain enormously by redemption of its peasantry , 
and the favourable result in recoveries, though only an incidental 
advantage, is by itself, a sufficient jnstification, if one -vvere 
needed, for redeeming agricultural indebtedness. 


Reden 
aliio re« 
easier an 
rccoveric 
Land Ro 
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Grat'^ful Khe- 
begm to paj 
towards redemp- 
tion loan in 

adTATlCC. 


Indc b t e d- 
ne«;s both a 
symptom and 
disease. 


56. It "n'ES found that in some places Kheduts have 
•willingly deposited in advance large smns to set ofi against the 
loans to he advanced to them in discharge of their debts, even 
before the compounding loan had been jjaid to the Sowcar 
concerned. This shows that this attempt to make them debt- 
free is not entii’ely unappreciated by the Kheduts. 

57 . But it has been contended that indebtedness is a mere 
symptom ; and mere symptomatic treatment cannot meet the 
needs of the case. This is no doubt true to a certain extent, 
but it is not wholly true. Argument by analogy or metaphor 
is never safe, and oft-ener than not proves misleading ; for one 
is apt to get a rather distorted ^■iew of the object sought to be 
explained thereby. It may be granted that the lo'w economic 
condition of the Khedut and the narrow margin of profits of 
agriculture, which generally necessitate the incurring of debt 
in the first instance, are the root cause of the evil, of which indebt- 
edness is a mere symptom. But if it is initially a mere symptom, 
the alaiming way, in which the first small nucleus of indebted- 
ness has sho-wn a tendency to accmnulate, in spite of repayments 
on account, often several 'times the original advance, makes of 
It a disease by itself, requiring independent treatment. 

But. to get a clearer view of the whole position it would be 
V ell to \ ary the metaphor and inquire whether the removal of 
debris of an accident from the tracks of a Eailway is not an 
ential preliminary in. restoring the interrupted tra'ffic. Of 
^ urse the remor al of the debris would not immediately result 
in resumption of the traffic, nor would rehef from indebtedness 
immediately lead to economic prosperity of the Khedut. But 
It cannot be denied that the suggested action in both cases is 
an essen lal preliminary to clearing a road, hitherto, hopelessly 
1 ® m that sense, settlement of debts must prove the 

laSuts^^^ ^o^-ards economic recovery of the indebted 
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Sclieme can be de\'ised, M’liicli enable them to meet 
tbeir liabilities withoxit incurring further debt. It, 
therefore, becomes the dut^' of the Darbar and I intnte 
the co-operation of the merchants — to find out a way 
by wliich the whole village coimnmiity can live in peace 
and manage their otvn milage afiahs. Thus and thus only 
can the seeds of self-reliance and mutual co-operation be 
sottn." 

The Committee themselves stressed the need of supple- 
menting agricultural debt redemption by suitable measures, 
as rvill be seen from the following taken from the concluding 
Chapter of the Report ; — 

It was felt and righth' felt that the problem of 
agricultural mdebtedness is not one that can be rightly . 
and separately taclded. without deahng at tlie same time 
vith the whole economic life of the village. Indebtedness 
is. after all. a sr'inptom. whose treatment alone cannot 
achieve the desired object, rvhich is nothing less than the 
rehabilitation of the whole village life itself, and so the 
Panchayat is dehberately intended to cor'er more or less 
the whole field of village life." 

Object^ and 59. ViTiat is sought to be achieved through these 
p^cbavit!^’”''' Panchayats will be clear from the followmg passages relating 
to the grant of Panchayat taken from the Committee’s 
Report: — 

“ It is weU-known that the old vUIage communities 
hamng disappeared, with it. has also passed awav the sense 
of corporate life. IITiile personal hygiene of a kind exists, 
general sanitation worth the name is non-existent. Again 
the absence of corporate consciousness renders the 
%'iilager helpless not only against thieves and dacoits 
coming from outside; but they are equally unable to keep 
under control the had characters in their own midst, from 
whom hardly anr Aullage is free. These are a terror to 
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tlie whole village, and they make a hell of the life of the 
honest agriculturists by clandestine grazing, by .cattle-’ 
lifting, by levying Mosul and by threat ofi arson, which 
is too often actually carried out to serve as. an example 
and a warning. . 

“ But it is hoped that the grant of Panchayat will 
enable the village to efiectively deal with all these evils. 
The grant of Panchayat will mean the practical transfer 
of the whole village administration to the villagers 
themselves -with the minimum of outside interference. 
Por it vests the Panchayat Avith the pmver to select and 
nominate persons of its ovm choice for the milage offices 
of .Talati, Mukhi, Patel, Chowlddars, etc., and the latter, 
therefore, will be real servants and not masters of the 
village, rendering better, more loyal and efficient service. 
This will also better enable the Panchayat to control and 
keep, on their proper behaviour, the bad and more 
intractable characters in the village. In an extreme case 
the village can also aslc for the removal from their midst 
of a particularly desperate and dangerous character, Avho 
cannot be tackled by the ordinary process of law, because 
perhaps so great is the fear he inspires that no one will 
come forward to bear witness against him. 

“ Where the ground is prepared and a demand made, 
freedom rvill be given within hmits, to the village to 
determine its own method and procedure of revenue 
collection. It can also punish contumacy to the extent 
of forfeiture of land and auction a vacant holding. It 
can also build up a reserve from the savings remaining 
after payment of the Darbar dues and the reserve Avill be 
available for any common use, which may be decided 
upon by the Panchayat. Where the reserve is large 
enough, it can be even utilised for financing the agricultural 
needs of the Kheduts. 



ulobteci in a sum exceeding Ion years' Kheduts whoso dobta ’uoro composo<l by advancing RedompUon loan. 

( assessment. 
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APPENDIX III. 

The Bhavmgar State Khedvis’ Protection Act. 

Wliereas it- is expedient to prevent the inone)’'-Ionders from taking 
undue advantage of tlie illiterate and indebted condition of tbe agri- 
cultural classes, it is hereby enacted as follows :~- 


emPTED I. 

PREniMIXARY. 

1. This Act may be called ‘ The Blla^^^agar State Klveduts’ Pro- 

tection Act,’ and it shall extend to the whole of the Bhavnagar State conimen 
from the date of its publication in the Gazette. audexte 

^OTE. — Section 10 of thiij Act shall also apply to civil suits pending in Courts on the 
date on which this Act comes into force. 

2. If there is an}i)hing in other Acts now in force, repugnant or 
contrary to the provisions of this Act, then those Acts shall not apply 
to that e>d:ent to the provisions of tiiis Act. 

3. Unless there is something repugnant in the subject or context, — ^ ^ ^ 

(a) Agriculturist or Khedut ’’ shall mean a person, who, residing 
inthin tlie limits of tlic Bhavnagar State, by himself or by his servants, 

«ams his livelihood wholly or principally by agriculture carried on as 
Khatedar (registered holder) or Sub-sharer in the Darbari Kliata land 
{registered holding). Such a person shall he deemed to be an agriculturist 
even if he carries on agriculture in other Mulgiras or Baraklili Jandalong- 
with the Darbari land, and the word '' Agriculturist ” shall also include 
his sub-.sharers living as members of a joint family along ufth him. 

^OTE.---An agricuUurisfc, wJio liaving first obtained tho necessary sanction, bas leased 
his Darbari land to others for agriculture, shall not thereby cease to be an 
agriculturist \vithin this definition. 

(b) “Money” skall bo deemed to include agricultural produce, j^oney. 
implements and stock. 

(c) “ Standing Crops ” sball include crops of all sorts attached to g 
the soil, and leaves, flowers and fruits upon and juice in trees and shmbs. Crops.’ 
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CHAPTER II. 

OJ Kinds of suits amt place of suing accoi-ding to this Act. 

Application oi 4. Tlic prnviiioDs Df this Act shall apply to 
this Act, 

(1) Suits for an account instituted bj" an indebted agriculturist 

according to the provisions of section o* and ^ 

(2) Suits for the recover}" of money alleged to be due to the plaintiff 
creditor 

On accoxmt of money lent or ndvauced to or paid for, tbe agricul- 
turist defendant, or as the price of goods sold, or on an account stated 
between the plaintiff and the defendant, or 

On a uTitten or imuu:itten engagement for the payment of money 
not herein before provided for, 

Afjricuitu r i s t 5. Aliy agriculturist who on es any debt to his creditors as sliorni in 

for ac^unts. silb-scc. 2 of Sec* 4, niaV sue for an account of such debt and of nioney 
paid by him to the creditor, and for a declaration of the amount, if an}V 
still payable by him to the creditor. 

Place of suing. 6. Subject to the pecuniary jurisdiction of Courts as provided ior in 
other Acts, suits to which the provisions of this Act apply, shall be 
instituted m a Court within the local limits of wdiose jurisdiction the 
agricultnrsit. whether he be plaintiff or defendant, resides. 

XOTE— Hvcry such suit, in 'ivliich there are more than one agriculturist as plaintiffs 
• or defendant':, who reside within the local juri'^diction^ of different Courts, may 

be in'^tituted, with the leave of the Court, in nnj' of such Courts. 


CHAPTER III. 


Of hearing of suits according to this Act, 


Summons to 7. In every case in wdiich it seems to the Coutt possible to dispose 

be for final dis- ^ . i 

po*^! of suit. ot suit at the hrst hearing, the Summons shall be for the final disposal 
of the suit. 


8. In suits, to which the provisions of this Act apply, the Court 


Oral evidence 

admissible not- ^ . 

withstanding shall, notxvithstandmg au}i:hing contained in ‘the Evidence Act or in 
WTitten agree*. .i i r i . , . . 

ment any other la^v for the time being m force, have power, in order to inquire 



55 


KHEDUTS’ PBoTECTIOK ACT. 

iiito and determine the real nature of any transaction hetunen the 
agriculturist and his creditor^ to admit evidence of any oral agreement 
or statement pertaining to such tranBaciion, even though the transaction 
has been the subject of a Avritten agreement. 

9* In any suit to which this Act applies, the Court, whether the Parties to be 

amount of the creditor’s claim is dispute.! or not, shall examine both the travt 

plaintiff and the defendant as witnesses and shall enyuire into the ^gn^ciiitu T i s t 

history and merits of the case, from the commencement of the transac- debtors to be 
1 ’ T • r. , iiivostigated. 

tions between the parties, out oi which tlic suit iias arisen, first with a 

view to ascertaining whetlier an}^ fraud, mistake, undue influence or 

any such thing has been practised upon the agriculturist-party, and^ 

secondly, with a view to taking an account between the parties in manner 

hereinafter provided. 


NOTE. — It is not to bo understood that it is romrulsoi^^ to examine the plaintiff and tho 
defendant as witnesses according to the provisions of this section, even when 
the Court, for obvious reasons, deems it unnecessary so to do. But the Court 
shall in that case record its reasons in writing. 


10. ^Vhen the Court inquires into the liistoi)’' and merits of a case 
from the commencement of the transactions between the parties, in 
accordance with the provisions of Section 9, it shall 


hlodo of taking 
accounts. 


notwithstanding any agreement between the parties as to allowing 
compound interest and, 

notvnthstanding any statement or settlement of account or any 
contract purporting to close previous dealingsand create a new obligation, 

take the account according to the follovnng rules : 

(1) The account shall be inquired into and ascertained from the 
commencement of the transactions to the date of the suit ; 


(2) Separate accounts of principal and interest shall he taken ; 


(3) In the account of principal, there shall be debited to the -debtor 
such money as may trom time to time have been actually iccewed by 
Wm or on his account from the creditor, and the price of goods, if any, 


actually sold to him or on his account by the creditor , 

NOTE.--<i) Care should be specially taken that VaUvv or such other item, if any, 
added to the money actually advanced, or to tho price of the goods actual y 
sold, shall not enter into tho account of principal. 
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(2) Whea tlie price ot gram or any other goods is to bo debited or credited, 
it should be debited or credited, ns for gram, having regard to the rates 
of price published in the Darbari Garotte of the time, and as for other goods 
hnMug regard to the market rates prcsaduig at the time. 

(1) Interest accrued due sliould be kept separate and special 
attention should be paid to tbe fact that interest does not get included 
*11 the principal ; 

(5) Simple interest only shall be allowed at the contract rate, 
but more than 12 per cent- shall not he allowed ; 

(6) Interest to be debited monthly i that is interest only on the 
balance of principal outstanding at the end of a month shall be com- 
puted from tbe beginning of the next month ; 

(7) All money paid or goods delivered by or on account of the 
debtor to the creditor or on his account and all profits in the form of 
Yatav of ICothli-chliodaman, (be it in cash or goods) and other advantages 
of every description, received by the creditor from the debtor in the 
course of the transactions, shall be ciedited, first, in the account of interest; 
and when any payment is more than sufficient to discharge the balance 
of interest due at the time it is made, the residue of such pajunent shall 
he credited to the debtor in the account of principal. 

(8) The accounts of principal and interest shall be made upto 
the date of instituting the suit, and the aggregate of the balances (if any) 
appearing due on both such accounts against the debtor on that date 
shall be deemed to be the amount due at that date. 

Bamdn'pal . — But if the balance appearing due on the interest 
account, exceeds that appearing due on the princijial account, double 
the latter balance shall be deemed to be the amount then due and, that 
amount only, the Court shall decree. 

Regarding H. Ill regard to decrees standing against the agriculturist when 
this Act comes into force, and decrees included in other debts, ^\hen 
they come before the Court in execution or in a suit, account should 
also be taken of such decretal debts in accordance with the provisions 
of Sec. 10. In taking such account, if it appears to the Court that the 
transactions which have led to the passing of the decrees, are a part 
and parcel of other transactions entered into between the parties, then 
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the whole of the transactions should be inquired into, as if the agri- 
culturist lias instituted a suit for taking accounts in accordance with 
the provisions of Sec. 5; and the amoimt remaining due by the agricul- 
turist should then be ascertnined. But the ascertainment of such 
.amount, shall not, except under circumstances mentioned in Sec. 12, 
entitle the creditor to realize from the agriculturist debtor any snm in 
excess of the balance due under the decree, which, on coming before the 
Court had led it to order the taking of accounts in accordance udth the 
provisions of this section. 

12. (1) In suits for account according to See. 5 and at the time 
of taking accounts according to Section II, besides ascertaining the 
amoimt -remaining due by the agriculturist, the Court has power to 
■direct that such amount sliall bo paid instalments unth or without 
interest. But if in the account u])to the date of the institution of the 
suit the interest accrued due is equal to the amount of the principal, 
the Court shall not direct instalment with interest. 

(2) '\Micn the Court has directed payment of the amount 
instalments according to sub-section (1), the agriculturist’-debtor may 
pay, into Court, the amount of each instalment, as it falls due, in default 
whereof, execution of the decree may be enforced by the creditor in 
the same manner as if he had obtained a decree in a suit to recover 
the debt. 

13. WHiere the Court awards interest, if at all, from the date of the 
suit to the date of the decree and from the date of the decree to the 
Tealization of the amount due, it sliall not award more than 6 per cent 
interest. 

14. The Court may at any time direct that the amount of any 
decree passed under this Act, or the amount ascertained due after proper 
enquiry according to Section 11 into the decrees jiassed before this Act, 
■shall bo paid by instalments with or without interest. 

' 15. The interest to be awarded under this Act shall be simple. 


In suits accor- 
ding to section 5 
and section 11, 
instalments may 
be granted in 
the decree. 


Interest after 
the date of dec- 
ree. 


Power to fix 
instalmonts in 
execution. 


Simple interest 
to be awarded. 
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CHAPTER I\\ 

illSCELLAXEOUS. 

SxHt to include IG. ‘\M\ere tte creditor files a suit, such, suit sliall include all arrears 
Frrears. debt<: duc to him by the agriculturist defendant. 

Re : court fec^. IT. A suit bv an agriculturist debtor shall be exempt from the pay- 
ment of Court-fees. ^A^len the suit is by a creditor, he will at first be 
liable to pay the Court-fees, according to law, but the amount of Court- 
fees upon the sum decreed will be remitted to him. 

Ro. Proot of IS. The agriculturist debtor shall be at liberty to prove any pay- 
^ ineiits made by him tOM*ards the decree, even though such payments have 
not been certified in Court accordmg to law ; and he shall also be at 
liberty to prove even such panuent^ as are made after this Act comes 
iuto force. 

PrcHiuction of 19. If tlie Court vatisfiod that the creditor intentionally abstains 
ftwoun^^ prolucmg books of mcuunt^^ of previous transactions, it shall 

dismiss the s^t to that o\t<.nt. If the Couit has reason to suspect that 
the creditor do^s not intentionally produce books of accounts, one 
half of tlr balitpce due on ^hc earliest account produced, shall be counted 
as principal but if th^ Court is satisfied that the debtor has received full 
consideration and tliat tlie accounts produced by the creditor are tnist- 
vorrhy, tluui ilie full amount may be awarded even in the absence of 
pre\ious accounts. 

^ object of this Act. the Darbar nia}v 

from time to time, mike, in conformity with the provisions of this Act, 
such mle^. as are deemed to be necessar\\ in regard to the manner of 
taking accountv and other matters. 
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. ' The Kliedut Debt Redemption Scheme. 

CoTOciL Resolutiois: No, 219. 

• A Committee was appointed to enquire into tlie indebtedness of 
the jparbari Kheduts of this State. As a result of the enquiries made 
by this Committee^ it has been found that the terms of dealings between 
the merchant, creditor and the Khedut debtor were as t rule fixed by 
taking undue advantage of the ignorance and need of the Kheduts. 
Similarly the account books of creditors have been found to be contain- 
. ing many, irregular and suspicious entries. So with a view to improve 
this state of thing, and to place the relations between the creditor and 
the debtor classes on a purer and better footing and also, to enable 
the latter to recover the monies advanced by them at reasonable rates 
of interest, the Darbar have considered it expedient to draft a bill called 
the Agriculturist Protection Bill and to publish it in the Darbar Gazette 
by Outward No. 1179/ dated the 4th October 1929, for the information 
of the public and for giving them an opportimity of offering their views ; 
and after taking into account what they have to say in the matter, such 
aOtion as is ^thought necessary and proper would be taken. But in the 
meantime the Darbar desire to liquidate the past debts of the Kheduts 
by advancing loans to each individual Khedut at easy rates of interest, 
if Such liquidation is possible and if the Sowcars are prepared to accept 
the actual ptincipal originally lent fihis interest at a moderate and 
equitable rate. Now, therefore, it is considered expedient to order 
as under : — 

1. ' If a .majoritj’' of the Kheduts and Sowcars of any Mahal 
'' of this State jointly apply, ^expressing a desire to avail of this 
* liquidation jscheme, the Darbar will pleased to favourably 
consider such application. 

‘ ' Upon such an appliiiation being made by both the creditors 

and debtors, the Darbar will appoint a Debt Taquidation Committee 
as under :* — 

(< 2 ) • This Committee will consist of two Datbari Officers, of whom 
- one will be drawfi from the Revenue Department and one 
from the Judicial Department. 
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(i>) Tin' cicditors of tlio IMalml, ^vlio^n mit^tnntlincr nccntmtB with 
the Klnvluft^ are to hv li^juulated. will iioiniimtn two 
pedahle Taiudi. who wiW ho aj>iK>i!do«i to th^ Cominittee 
ns inenihr-r^ re})re-eniin<: the (wIltorK 

(c) Tlie Darhari (hik'ei> nontioned in >nh*dan«e {a) am! tho 
Panclj on hchaU of the (p^litor.s mentioned in j«ub*r!ame {h) 
wall jointly TO*r*j»t om* or t\u» res*jH‘(’ttahlo juTj^onF of tin* 
\iilatie in n-nan! to winch the work of ]i«|uMation is taken 
in han*h 

'Wlnm this Commit will take jn hamh the vrork of 
litpiiilalion in respect of any village, al! the credit ors and all the 
<U‘btors of that village shall pye an nmlertaking to the Committee 
to the cflcct that the awards of this ('onnuittcf* shrdl be bindiiijx on 
both the parties. Tho-^e, wlio ndn-e to do so, will ]m* debarred 
from the hencfit of the liquidation s^UKanc, 

4. All debts vdiefher decretal or atlestt^l by a boml or other- 
wise due by all the debtors of rnrv creditor and to nil the creditors 
of every Ivhedut debtor iijito the date of the comnn*nceineut of the 
work by the Committee slunll be included in tin* li<pndution scheme 
and unle-'s this is done, the work of liquidation slmll not proceed 
am further. 

a. This Cominitti'e shall, Imving regard to the statement of 
objects and reasons aoconqianying the Draft Agriculturists* Relief 
Dill published in the Dnrbar 6V/:c//c, e.v amine accounts in accordance 
nith Section 10 of that hill and fix the amount of debt out- 
standing. 

r>. If the total amotmt, that may be awarded in satisfaction 
of all tlm debts of any Kliedut exceeds a sum three times the 
amount of the annual assessment payable by him, then the latter 
sum Old} shall ho ratoably distributed among the creditors, and the 
debtor Ivhedut shall be disebarged in resiicct of the balance 
remaining. 

7. ^Mioro tlie total amount acljuflgccl, under clause G, to be 
gi\ en to the creditors on behalf of the indebted Klioduts is within 
the limit of a certain anna proportion to be feed by the Darbar 
of the nominal arrears outstanding in the books of accoimts of the 
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creditors, the Dnrbrir shnll Tnuicrfelrc to disburse sucli amount > 
and ahvars hearing this limitatioa in mind, the creditors and the 
debtors, wlljtlic Darbar Impo, co-oporato in cnrr}dng out the work 
of liquidation. 

S. The Corniuittco slinll jri'parc a statement sliowing the 
names of each individual Khedm ([rbtor togetlicr with those of his 
creditors and tlio aniount prnposeil to )je awarded in liquidation 
within theJimits prescribed in clauses 0 and 7, and shall then request 
Darbaris sanction to the statement thus prepared. 

9. K this statement is eonsidereil as fit to be sanctioned, the 
Darbar will order advances, to bo made on behalf of the Kheduts 
concerned, of tfie sums shown in vlie statement at a rate of 4 per 
cent, per annum simple interest, and the Comniittec shall then 
disburse the respective amounts to the creditors, after first obtain- 
ing a discliarge from them. 

10. After liquidation has lieen eftccted in pursuance of this 
Resolution, all debts of a date prior to tlic date ol liquidation shall 
be considered to have been fullv ])aid up and discharged, and no 
suit shall be entertained in any court, of this State in respect of any 
such debt. 

11. For tV.e recovery with interest of the sum, which the 
Darbar may have advanced on behalf of any Khcdnfc under clause 0 
for the liquidation of hus past debts, the produce of such Khedut 
shall be brought over to the Darbari Khalarvad, and, after setting 
apart the State s share that would bo due under the Bhagbatni 
system, the Darbar shall first deduct from the sale proceeds of such 
share, the amounts due on account of the emrent year’s assessment 
according to the Nam fixed as also the Tngavi loans falling due and 
tlvcn apply the remaining l)a lance towards payment of the interest 
and principal of the Rcdcm])tion loan advanced on behalf of the 
Kheduts and this shall be done from year to year until the whole 
of the amount due on account of such loan is recovered in full. 
The Klicdui’s share of the x^roducc will be left to the Klicdufc and 
ihis will enable the Khedut to maintain himself with ease. Any 
Kliediit, who lias a bumper crop and wlio desires to reimburse in 
full the loan advanced for liquidation of his past debts, will be free 
lo do so. 
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12. Any point ari'^ijic ^innn«: tin* prorrfflint:> of the 
Conuaitn^ appon tol for tho ^^^rl: of ]i(|nidntion, wln‘'h cannot b»' 
(‘hicitlr.tc 1 la t< fi n^nro in tli*^ provi^iots'' of tUi^ r^-olution, .*'lial! be 
uferr»«i 1 a tho lo the Darbar for iKro--ary order?. 

Thi^ r^-'^'lutjnu Muill be puMiAuvl in tl\e ])ir}inr fiaziU*^ for the 
inforinaMou of ull <o?»(‘frn(d. 

Am A An Sud :2. Friday. 

D.iUil V\ jbjr^. 

By order of the Couiiri! of Adinini irnMon. 

IIAIBJOVIM) MAN18HAXKKR 

F^crrtan/. 



APJ'EXDIX V. 

JiegaTf^iug thn of ] il!(jfjr Panclioyols, 

Covscih HKN07,tTKX\ 2’2(l 


G3 


In onk*r to int(?roKt tlur ])(’oplc in njnttt r' of coininoii woll-beinfc 
i^uch as ViilagO'j^rotoPtinn, ole., and also to h> !}» tln^jn to jolntlr work 
ior ftiul solve without ouisidn aid, Uaiohiug tludrown couimoji 

interest, and aI>o to cnahh* them to inaujigp tiedr {iwn afTairs. the Darhar 
(lesim to establish firarnya Panphawit*^ m the villages; and for this 
pur]>oso the following tentative an^ piopoimded : - 

1, 'Wliero a demand i- made hy tin* ]>*‘o])lf of a village for the 
ostahlfehment of Onimya PanelnmU in f!n‘ir tillage, the Darhar will 
take necessary steps to do so, 

2, Tin* Village J^niclntyai, which may thus eome to be ostahlislied, 
shall not consist o( less than 5 .Veinbejs. from among the leading 
3rembors of tlie Kliedut and oilier sections of the village, community, 
who ate nominated I)y the village jieojde as a wliok*, 

•3, In addition to the 3femheps nominated as above, the Darhari 
lievcmte Patel and the Mukhi shall he ex^ofjkm MVmd)ers of the 
Pauchayat. Put any such Mukhi or Patel is liable to be clumged or 
replaced at tlie instaufjc of the village-peojde, jirovided llicre are valid 
rctisouB for so doing, 

•I. On the ex])iry of fhe term oi oflioc of the Members so ap]>c)inte(l 
wliich is fixed at 3 yvar^, fresli nominations will be made and at the oml 
of each successive 3 vents, a now Pauchayat will be ajtpointed, from 
among the loading men chos^m by the village. 

5, In the <.*vent of a vacancy occurring within the jieriod of 3 years, 
the jierson, wlio’sc? name is proposed by tlie villngo-pcoplo, will be 
appointed to sucli vacancy* But pending bucIi appointment, the remain- 
ing xnctnbors sliall carry on the work of the Panehayat. 

C. The Pancluiyat slmll have power to cmiiloy any person as Talati, 
who is fit to aKsist them in the work of the Pancliayat . But the Darbnr 
ahall defray the costs of Ids pay, which slinll be fixed with due regard to 
the assessment of tlio\dllage. Necessary nrrangemonts wdll also be made, 
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them, as Thundars do, in acoordaiuv with tlio niles and regulatiohs in 
force at present. Die Paiiehayat sluill be liable to pav to the Datbar, 
according fo instalments proseribed and on due dates, the amount of 
assessment ))ayable under the current .scUiement or as may be feed 
hereafter at a revision settlemetit. Jhu tJie amount so payable shall be 
increased or decreased, when arid ac'Cv^rdiug as any new land is leased 
out for cultivation or land leaving full assessment is transferred to waste- 
land or any Sudliaravanul or Rajiiak laud reverts to the State and is 
given over ns Barbari assessed lantL 

13. Wien any Darbari Kliata holding falls vacant, tlie Panchayat 
shall have power to auction rhe same iunl appru])riate the Sukhadi 
ainoimt that may be reali;:ed at such auction ; but tJicy shall instead be 
liable to pay fo the Darhar the average* annual Sukhadi amount realized 
daring the past 20 years. Tiie Sukhadi of Padtar land rented for 
cultivation shall also be fixed on the si\me jjrinciplc ; but the renting of 
such Padtar land shall be subject to the previous sanction of the Darbar. 

li. The Sudharavarad and other levies payable b}* the holders of 
Bhayat, lifiiJgir^JS, Sudharavarad, ]?<ijhak or other alienated land shall 
continue to be recovered direct by tlie Darbar ns at present. 

15. The land revenue dues shall be ])ayai)le to the Darbar according 
to the Prntbandi system nt present in force. However, it the Panebayat, 
for their internal convouieiice, desire any change in the system, they 
uill be allowed to make such a clmngo subject to the ])reviovis sanction 
of the Darbar. 

IG. Wlien in a good or bad year, an anna \nvy is fixed for other 
villages of the lMm\, the Panebayat will also be entitled to pay assess- 
ment according to the Nam Axed for the village. 

17. A statement, showing the amounts outstanding in the village 
before the grant of Panebayat shall be prepared and handed over to 
the Panebayat, which shall recover the same as also the arrears accumu'* 
latcd in subseq^uent years, from tfic excess lc\y that may be ordered to 
be collected in a good year over and above the assessment. The amount 
so recovered shall be paid to the Datbar. 

18, Tagavi advances imder the existing rules sliall continue to be 
given to the Panchayat Village if there is a demand for them. 



VILLAGE PANCHAYAT RULES. 


67 


Betha-kiiata book, Roimel, Ledger, Pabanipatrak, Receipt books, 
etc., and. tbe .books, wbicb ate stamped at present, shall continue to be 
so stamped. . ■ 

25. The Darbar shall cause the emoluments of Patel, Mukhi, as^ 
well as the Haks of Mulgirasias and others to bo paid, through the 
Panchayat, to the parties concerned. 

26. The Panchayat shall have power, after obtaining the previous 
sanction of -the Darbar in that behalf, to remove any person from the 
village, if they think it proper so to do, in the interest of the peace and 
general security of the village. 

27. If the Darbar arc properly .‘•atisfied with the Panchayat 
administration of any village, the Darbar will take necessary steps to 
delegate, to the extent they think proper, to the Panchayat, powers 
under the Civil Procedure Code to hear money suits upto a prescribed 
limit, as also powers under the Cattle Trespass Act and the Indian 
Penal Code, to try petty cases of theft and mischief. 

28. In a village where the rights of o^mership and sale have been 
conferred, the Chauth cess payable at the time of transfer of ownership 
and the ground cess payable for acquiring the right of sale, shall continue 
to he recovered direct by the Darbar as at present. 

29. The Darbar shall directly recover, as at present, the Customs 
■ Duty leviable according to the British Tari£ Act, upon goods, which 

having been imported at a foreign port, are brought by land within t 
limits of any village of this State. 

■ 30. Matters relating to opium, salt, excise, arms and ammunition, 

shall continue to he administered by the Darbar, as at present. 


31. The registers and returns of the cattle-ponnd fees, 
deaths, and crops, shall continue to he submitted, as at present y e 
Village Patel and MuMii, who wiU be held responsible for the same. 


32. Pines and penalties being 
shall remit to the Darbar any amount 


Diirbar revenue, the Panchayat 
collected by way of fine or penalty. 


33. If any Panchayat applies to be relieved of the 
administration, the same shall he terminated at the close of y 
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APPENDIX VI. 

Extracts from, Official Speeches, etc. 

1 

Exlract from the opening speech of Sir Prahhashanher D. Patiani, 
K.G.I.E., delivered at the opening of (he 7(h Session of the People’s Bepre- 
sentaiive AssenMy held at Motibag on (he 22nd December 1925. 

^ ^ sje 

“A Committee of experienced officers has been appointed to make a 
departmental enquiry into Agricultural Indebtedness. Wiierx the 
enquiry is over, the Council will consider the matter, and if they think 
that, in taking final decisions, the experience of the cultivators and the 
money-lenders will be helpful, they will certainly do the needful in the 
matter. 

: In the course of the present enquiry, accurate information is being 

collected from the cultivators and money-lenders having dealings with 
them. The secret of the prevailing harmony between the Ruler and the 
Ruled in the Bhavnagar State is to be found in the fact that the State 
of its own motion is fulty alive and attentive to the interests of the 
subjects, and the latter have implicit trust in the good faith of the 
former.’' 


( 2 ) 

Exiruct from iJte Mi^itde of Diwau Baliodur Tribhiivandas Kalulas 
Trivedi^ Member of the State Council ^ dated (he 22nd July 1929. 

, 1 : * 

“I know it full well that the President of the Council believes that 
this evil will not disappear by merely enacting a new law and that belief 
is true to a great extent. The whole question is very complicated. The 
financial relations of the lender and borrower ^a very delicate matter 
always — are involved therein. Klieduts do need the help of money 
lenders every now and then. The money-lender is a %ital and indis 
pensable factor in the village economy and the Darbar • cannot 
replace lum. In this dilemma. I believe, tlie best course would be to 
tahe such steps as are indicated by the needs of the situation, ultimately 
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witli a vicvv 1o both jiartio^ to tla'ir fonii»^r position of mutual 

tniSrt and Fer\'if'»'‘, v, ithout exploitation on the one Mcle and victimiza- 
tion on the other, ^loreovor, wo cannot connive at and condone the 
practices ))ro\ieht to lij^ht diirine the Committee's inquin'. If that be 
allowed, tlm conditions of the Khc duts would soon worsen and economic 
min overtake the vdiole class, which would again react on tlic money- 
lender- tlir mseh'ec; and involve them in lieavy lossc*^, 

“Tin- IS fully renhred by the money-lenders or nt least by the 
bettor and more far-s#^eing *^ection of them, and that is wdiy they have 
come to and aekmow ledge the neco'^sity of some restrictive legislation, 
which would stop the present unchecked ex])loitation of the Ivlicdut 
cin^Hs Of (x)iirse, I do not mean tliat we should remain content with 
merely rnuting a law. Con^^idering all tlio circumstances, the money- 
lender--. thf' Khedut^, and all are agreed as to tlie urgency of some action 
being taken.** 

In this connection the President of the Council had a good deal of 
discussion with the ^Momhers of the Committee, ns a result of which 
certain tonchisions have been formed. They are as follow's : — 

AMiere it is possible, endeavours should be made to liquidate tho 
past debts of the Ivhcduts. and for this the co-operation of the moncy- 
lenrl CIS should be enlisted. 

** Mliere in future suits arc filed against IGieduts, the law* should 
be so amended as to enable the courts to examine the whole history of 
the transactions, out of wdiich the suit has arisen, in order to find out the 
additions by w*ay of interest and premium and the manipulations in 
accounts, and finally to make an equitable award fair to both side.s. 

Of the measures, the first, though feasible, can only be adopted 
in practice if the money-lenders are agreeable. In such wdiolesale 
liquidation, it is not possible to awnrd tlic full amounts shown as due 
according to the accounts of the money-lenders. Simple interest at 12 
percent, per annum should be calculated on the amount actually lent, and 
pajTnents on account should first be appropriated to the interest accrued 
due ; and then the balance remaining together wdth interest not exceeding 
the amount of the unpaid principal could wdtli propriety be awarded 
^o the So wear. In order to examine the historj' of all transactions from 
the commencement, a Committee should be formed of two Darbari 


EXTBACTS FROM OFFICIAL SPEECHES, ETC. 


71 


Officers, two Pancli of tlie Mahal and two Panch of the village. The 
lines orl which the Committee should carry on their work are laid down 
in Exhibit I, and the Kheduts’ redemption from indebtedness can only 
be achieved, if the money-lenders co-operate and assist in adjustment, 
at the rate of four annas in the rupee of total nominal arrears according 
to their books of account. This would restore the Kheduts’ old relations 
mth the money-lenders. The amount required for the liquidation of the 
Kheduts’ debts may be advanced as a loan by the Darbar at the rate of 
4 per cent, interest, and the recovery of the same may be effected by 
enforcing the scheme shown in Exhibit I, and this will not cause any 
hardship to the Khedut, especially as the rate of interest charged will 
be so moderate.” 


Extract from the opening speech of Sir Prahhashanher delivered at 
the mh Session of the People’s Representative Assembly held at Motibag 
an the lUh November'1^2^. 

.' * ■ * * * ' * . 

“His Mglmess, thougli a minor, desires that the burden of debt 

oa his cultivators should be lightened as much as possible, 
ascends the Gadi. That is the reason that has prompted the Darbar o 
pass orders to write off, during the current year, between 19 an ^ 
of the arrears of revenues. At the same time, an enquiry ^ ^ 

Agricultural Indebtedness to merchants, and arrangements ave een 
md., wMol, will enBute ttat, while reUef is eSorded to tamefi ogaiBSt 
illegal meteantae e^ctioas, the legal aad legitimate dues w.11 he pa d 
to It is hoped that the farmem and merchants w.U mate 

that their true interest lies in whole-heartedly falling m wi “ “ ' ' 

DKing the engniiy it Ws fennd that over 60 per cent. oUhe o 

tins State have Seen very honest and have no arreras of 
to pay to the Darbar nor have they blindly incurred 
is a Ltter of congratulation, ib for the remamder .t ^ l-J' 

memberedthatthose who rely onenlemalhelpareapttolescthewhote^ 

and ultimately they may lose their status a, fa^em as weU. JMe 
remissions ate being given to those m debt to t c a^ , ’ ^ 

feel that those who are free from Darbar debt, should be rewarded 
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for tljfir \um<<y and : and fo nro l^dng tliat in 

the of thoM- finnrr*?, nho are fn e frtnn debt, any ^n^spen^on of 
r< vcnta* ordered dnrinu th<* oirnnt lean year, ^llould be remitted alto- 
gether n*' a rc'Aard for fair di ilmg. 

“ Mliib \hv Dirlnr an* uriting (»1T from 10 to 20 lars of the farmers’ 
debt, it IS felt th it :h( Darb ir\ eeii» n^^ity would not by it-elf be Mifiicient 
to ‘..ive t]u* hinn* r*- nnle‘«‘‘ the question of their private iiulehtednesa 
^\as lhorf>auhlv gon*^ mto, and \mh‘sN TeU<*f Wiis afforded to them ugam‘'t 
flu U'-uriouv praetif< ^ and /aKtfkaiion of aerount^- on the part of M^ime 
ofth moneydf ndrr-. 

‘ Tins was the ton(lu‘'?ou arrived at by tin* Committee ajipointecl 
te tuniuire into Aiirieultural IndehtednesK A*- a result of thi*- enquir}% 
I Wt nt wall mv coll< Iigm%l)h\an Bahadur Trilduivandasblmi toOadlmda, 
to induce the luenhauts to aeeepi» by private negotiations, u fair Mun 
in anneable s/utlemcta of their loans; we jiropo^ed that the Darbar 
should oxiunine their individual accounts and should allow* them a fair 
r.ite of interest and long ns the sum due to them with interest did not 
amount to mon' than twice the amount of tli^^ original loan, the Darbar 
wore jireparcd to give such sum as a loan to the farmers to fully lirpiidate 
their debt to the nnwchant®. Owing to the obstinacy of the merchants 
the iv^gotiations proved abortive. An net, therefore, to give relief to 
fanners against private indebtedness has boon framed and published ns a 
Bill in the State Oarette. The scheme proposed is ])f‘ncfu‘ial to both 
parties, if blind crest does not come in the way. TJie Darbar 

are oven now prepared to liipiidate the fanners’ debts to merchants on 
the above lines, if the latter are so willing. If this cannot be, the new 
Jaw will come into operation and ju^^tice will be meted out to botli sides in 
accordance with its jirovisions. 

Even after the great roHef thus afforded to the cultivators from 
Darbar and private indebtedness, I fear tlic same conditions wdll recur 
in courbo of time unless the cultivators avUI leani economy, and unless 
a scheme can be devised wdiicli will enable them to meet their liabilities 
without incurring further debt. It, therefore, becomes the duty of the 
Darbar and I invite the co-operation of the merchants — to find out a 
way by which the W’hole village communit}^ can live in peace and manage 
their o^vn village affairs. 
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^‘TJnjs nod thus only can tho seeds of self-reliance and mutual 
co-operation be so\nn tliis end in view a Bill for the grant of 

'l^llage Panchayats has been published. This legislation, it is hoped, 
will be of benefit all rouiub Tho cultivators and merchants will both 
work together. This scheme veiy nearly approaclies full self-govern- 
ment of villages. 


'‘It is the' desire of the Darbar to see as many Village Panchayats 
establislied as possible, and tliat is tlie reason for framing the new rules. 
Any village asking for the establishment of a Village Puncliayat under 
these rules 'Sidll get it. A Panchayat bus already been established in 
Hanoi during the current year. J liavc been promising for the last 
jive years that Panchayats will be established in those villages, which 
ask for it under a constitution framed by the village itself and approved 
by the Darbar. Finding that the people did not take advantage of the 
offer, the Darbar have framed the rules themselves. 


“Complaints that the Darbar do not wisli the peo])le to manage 
their own affairs are groundless. Tlic Darbar are ghiug the people a 
free hand to have a Panchayat based on conditions they themselves 
ask for, and wish that they would take advantage of the liberal offer. I 
hope the response will be adequate. 


“ It is not my order but my request to the Vahivaldars and Ttondats 
to persuade tlic people to establish at least two Panchayats m each Mahal 
and Tirana respectively.’^ They should assist the people, where necessaiy, 
and make those PancLayats such conspicuous .successes that other villages 
may be tempted to come forward and ask for them. The encouragement 
of the movement and making it a success ivill be considered as one of the 
cxiterha of good ser\dce when promotions axe to be given in t le 
■ “All ttec th.o« n,c.s..rc, l,av« boon atoptod oimntaneonsly so 
Hat tlicir oamulativc cfioct may tondoi tho Wo o! t >c armeis, 
empriso 16 poroont, of tho population of tho State, mom happy and 
contented; other lesnlts tvill he that the monetary * 

meiehants teith tho cnltivator. trill hocomc purer and more aeenie 

village life will become rosier. 

“I invite the co-opoiation of tho cultivatoro and morohanta to 
bnhg about this happy st ate of afiairs. ^ : 

. » Some 18 Ponclmyats aro now in operation. 
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«mm.mtation on thc lincs oiAvWcb tlwc.Jlivatot is Bomg to kav. a 

iulto and itccr existence. Plcsse tt»t IJiis as petsonal commumcation. 


Witli kindest regards, 


Yours sincerely, 

(Hd.) M:MAYA1C N. iVIEHTA. 


Sir Prabhaslianker Pattani, K.C.I.E., 
President, State Council, 
Blia\Tiagar, Katbiiuvar. 


Copy ot tie reply sent by Sir Prabh.sl»ta D. M K.0,I.E., 
President of tke State Council, to Jlr. Mekta s aijovc lett . 

Bhavnagar. 
Pebruary, 1932. 

My Dear Mr. Mehta, -u t 

' I .as in due receipt oi year letter ^ted toery 20^ la 
regret tint in the press ot more argent rvoA, I lave 

renlY to it earlier. . _i. „„ 

■ ■ ■ 1 w Ttow received the Committees Beport as 

I take it, you have by no ^^^^^.l-etrao tells me, be has for- 

also the Evidence Volume, wuc i Redemption of the 

•warded to you. The sanctione t Report Volume. 

Indebted Peasantry is attaeled a. Append- VlII tb P 

1 r n Tnonas or Peta Mahals paying an 
So far n-o have redeemed debt of the 

annual assessment of Bs. 4 ,oo, 1419 378-0-0 which has been 

Kheduts of these Tappas amounted to You wiU readUy 

compounded by paying a total surii 0 ^ > ■, jjQ.^ed is seldom very 

understand that the nucleus of the made up of 

large and the swollen figures 0 m e charges, which 

additions by way of interest, premia a fertile in inventing 

the Sowcars’ ingenuity, sharpene . necessarily to be limited 

Purther, the loan advanced for re emp ^ Rfiedut concerned. But 
according to the capacity and chapter of the Beport, 

there is little doubti as mentione m 
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that tlie So wear tinder the Scheme is enabled to recover in cash and in 
one stroke far more than he could, if left to his own de\nces, have hoped 
to collect in a number of years from his Ivhedut customers suffering from 
chronic indebtedness. But this is by the tvay. 

It is a xaiy pertinent queiy" t\hich you raise when you enquire, as 
to how to prevent the redeemed Ivhedut from again relapsing into the 
slough of indebtedness, after he lias been once rescued therefrom. 
The ansAver in a AAay is indirectly suggested in your own brief but very 
interesting and thought-provoking letter when you ask: “Are you 
gomg to do something to remould the cultivator and make him through 
the village community’, an indiridual proof against thoughtlessness, 
thnftle'^sness and immune against facile facility of running into debt? 

But IS the uncertainty regarding the future to be made an exaise 
for total maction or for postponing action indefinitelv, in regard to a 
problem, which, in all conscience, is grave enough and is daily getting 
worse and w’orse ^ A beginning has to be made sometime somewhere 
and that sooner the better, the risks of the future notwithstanding. 
But naturally we should be incapacitated for making any move at all, 
so long a« we thought only of the risks involved in the future and kept 
saAung to ourselves, ‘ there is a lion in the path *. making that an excuse for 
inaction. But it is forgotten that the price that may have to be paid fortotal 
inaction may be ultimately much greater. At least. I for one apprehend 
that if the needed action is delayed too long, it might precipitate a grave 
agrarian situation, whose pxemonitoiy symptoms are already too 
visible. Such desperate and heroic remedies are suggested as total 
repudiation of all debts or the setting up of ViUage Bankruptcy Courts 
making it easy for the ivhedut to he declared an insolvent. This might 
^eem like Ciiitxng the Gordian Knot, but what will be the moral reactions 
on the !^edut society of such hasty and ill-considered remedies, practi- 
cally disowning all legal and moral responsibOity involved in past 
indebtedness, nobody seems to have thought of. 

No system, which the wit of man can devise, will be fool-proof 
mave proof, and of course there will he always Elieduts ready to 
u debts and unscrupulous Sowcars, too willing to exploit them by 
a vancin^ money and entangling them in fresh usurious transactions. 

some protection against such future victimisation is sought to be 
given by the Khedut Protection Act, w^hich has been enacted simulta- 
neous y with the passing of the Debt Redemption Scheme, and this- 
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Act you will find printed as Appendix VI of tlic Report Voliune. But 
all Sowcars are not bad, nor can tlicv ail i)e altogether ousted and their 
place taken by some, other agency. At one time these very Sowcars 
played a vcrj' useful and helpful part, in the village economy ; and is it 
too much to hope.that with the Kheduts once freed from debts, some at 
least of the Sowcars would resume their oid connection with them, 
charging moderate rates of interest, and that 5iinult.aneously the old 
nexus of personal touch and .sympathy between the two classe.s would be 
restored. 

But of course the be.st and most effective guarantee for safe-guarding 
the future lies in the growth of an alround healthy and self-sufficient 
\’illage community as suggested in your letter. The germs of such a 
community are sought to be planted bero by the extension of the Village 
Panchayat Scheme wliich is embodied in A.j)pendix IX to the Report. 
I recognise that indebtedness after r.li i.s a symptom, whose treatment 
alone is notsufficient and any permanent hope of rehabilitating tbe village 
life lies in the establishment of a community, wliich will not only be 
economically strong, but where the prevailing public opinion will provide 
an effective moral check against thoughtlessness and thriftlessness and 
the too ready tendency to run into debts. ^Vliat is hoped to be acliieved 
through these Paiichayats is cxiilaiiicd at some length in the last chapter 
of the Report'. 

But the full development of such a Panchayat must, in the very 
nature of things, be a very'' slow process. Meanwhile we must remain 
content with such palliatives, as may be provided by the advance on a 
liberal scale of State Tagavi, and tbe extension of the Co-operative 
Credit Societies. These two between them will finance all reasonable 
agricultural needs of the Khedut and make him independent of the 
Sowcar, 

. It has been long recognised, that the chief stumbling block to. the 
success and progress of the Co-operative movement is the burden of past 
debts, and where, in total disregard of this handicap, an attempt has 
heca made to un duly push forward the movement, it has generally ended 
.iu failure.. It has been noticed that if the borrowing cultivator, wMle 
still continuing in the clutches of the Sowcars, also becomes a member of a 
Credit Society, he alternately resorts to the Sowcar and the Society to 
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pay ofl in turn tlio ilvhi flue to on^ or tho otlirr. He may thus he able 
to put oH the evil day for some lime, hut incamvhile there is little doubt 
that hU economic condition In^ v'orfnvA and not improved. Altogether 
I liave little doubt that any S'’b(‘ine aiming at the economic hettennent 
of the Khwlu^* must mclude in its purview, and that, as a first step, the 
redemption of oM <h ht ^ : for wliik* the dead weight of old debt hangs like 
a milhtone round the cultivator\s n* ck, it h irupo^siblc tlial he can make 
any }>rogre-''^. 

Arguments by unalony art' often mi‘'leading, but, as you know, 
It ha- (oiuc to he increa^^ingly rccogui^ied that if the world is to he cured 
of the \imvc*"''al economic malai^^c which has overtaken it and a fresh 
^tvirt hiade po^^ihlc, it can only he done by first Temo\'ing the intolerable 
burden of reparations and ^Var deht*^. In a small or way this aho applies 
m tiw 0 of a poor <loht-deprc‘''^od and all hut insolvent cla^^s like the 
Indian Khedut. 

I admit, the present attempt to cfTect a wliolesnle redemption 
of all the cultivators of the State unique and uncommon, and there 
is necessarily some risk involved in the attempt, But all things considered, 
the risk, 1 am honestly persuaded, is well worth taking and we have taken 
the bold btep in the liopc of success. 


Amours .sinccrcl}*, 
(Sa.) I\ D. PATTxVNI. 


P. S. 

I would add that one immediate good result of the liquidation 
of old debts has been better and easier recoveries of tlie land revenue 
in the five Tappas redeemed. The cultivators of these Tappas, being 
freed from the pressure of indebtedness, have willingly agreed to pay 
this year, the full unit of the current assessment and also a little more 
towards past arrears, while in other parts where the conditions in regard 
to the character of the rainy season and general crop-yield are not dissi- 
milar, the recoveries will fall short h}^ 4 to 6 annas, because the incubus 
of past indebtedness still remains to be removed from the cultivators 
there, and large amounts will have to he suspended and carried over as 
arrears. 
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The original debts compounded ?o far as stated in the letter, approxi- 
mately came to Rs. 14 to 15 lacs, and on this amount the cultivators 
would have had to pay annually, in interest charges alone, anything 
between 3 to 4 lacs, calculating interest at the rate of 25 per cent/ which 
is unfortunately the ordinary rate levied, though harder cases in which 
the Sowcar doubles and even trebles the original sum advanced in the 
course of a single yc<ar, by various ingenious devices are fairly numerous. 
In brief the Kheduts have had their huge oiitstandiiigs compounded and 
paid off by an amount, which is Jiot more; than one yearns interest charge 
to which they were subjected for these arrears. 

(Sd.) P.D.P. 

VINAYAK N. hlEHTA, Esqr., I.C.S., 

lAichmv. 


i^) 

' Reply sent hy Sit PrabJuislKinkcr, President of (lie State Council, io 
V.N. MelUa, Esqr., Z, G. S., Revenue Minister to the Government of Jammu 
and Kashnere's letter inquiring about the progress made with the Redemphon 
Scheme since he wrote his last letter/" 

Bhavnagar, 

27(h February 1933. 

My bear Mr. Vinayak Mehta, 

I was in due receipt o£ yo«r letter dated the 2nd instant. I regret 
I have not been able to reply to it earlier oning to my absence in DeUu 
whence I returned to Bhavnagar only five days ago. 

l am glad the Bhavnagar Scheme still continues to interest you. 
I enclose herewith an extract from the Administration Report ° 
Revenue Department for St. 1988 and the same will give you m a brie 
compass an idea of the progress made in the extension of the Scheme up q 
the end of October, 1932. In the few months that have elapsed since 
then, three more Tappas or Peta-Mahals have been tackled, and to cope 
vvith the increasing demand for extension of the Scheme, the Commit ee 

Wo now toon inctonsod to ofe. o-d « »« 

■ P«nt rate, ™>ope to bo «Wo to dnioh tho tost of tl.o State m .boat 

year or so from now. . ' 

It is yet too early to judge of the beneficent effects of the 
But as I have told you in my last letter, the Scheme has certam y ^ 


y^Vide Appendix Vll (!)• 
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ill f'iiMor aiid hettt^r r<‘<'OVort«'^. Tlio .static of tho peasantry 

oornbitipd ^^ith TVj,h\ of Kilf of tlioir lioldinj;*^ iif‘wly gniiit^'d on the 
oucaMOU of the in<^Mllation cA ll\< irii:hiu‘'-'v the Jfaharaju Saheb, ’lUiieh 
Im^ ^iveii thf ni a of proj)ri<»ror-]iip, lias eimbhal t]|i‘ 8tato to recover 
even in i\veh<. vhorc the ‘•eaMoi has h^en below noniial. the full unit of 
j^iis;(%^v,]ncnt and aKo a little more lt)waid'' urtear,''. 

.Vnotlur favourable reMiit notic-d in tle‘ un^n^ that haw come 
under the o])erati(>n of the Sehenv* is that w)n‘re formerly the Kiiedut 
was a mere li'^tlc^s and intlifT»‘fent cultivator owiim the ever-present 
fear of )u^ creditor attadiing his Imrv'cded crojis, he is now M*en to jmt 
more lieart and indusm' in his work w ing t o the senv/* of greater .H^curity 
and relief bruuglu about by the removal of the burden of past d'd)t>> 

Wc are trying a> far as we can to keep a look-out a« to A\hether 
the redeemed ivlealat*. reeklesdy incur any fresh debts, far no 
marked tendency in that direction has been noticed, except for a few* 
stray cases liore and then'. Of cour><\ a certain percentage of the 
redeemed KhcdiUs will again relap-e in the old indebted condition after 
a few years. Jhit it is not too mudi to hope that the w'arning of 
bitter]) a st eK|)erience wall act as an effective deterrent in the case of the 
larger number again-t rlieir rejieating their jiast improvident practices. 
However, it rather premature to fv>recabt the future which mubt to a 
certam extent ahvavb temain uncertain. 

I am glad you intend doing something to afiord relief to the 
agriculturists suHeriiig from chronic indebtedness but I am not sure if 
compulsion is the right W’ay to go about it, Xo doubt conditions in 
Ka^hmcre are not exactly similar to those of Kathiaw'ar and Gujarat, 
but the problem of agricultural indebtedness, even allowung for local 
differences, is fundamentally tlie same all over the country, and if my 
cx2>erience on tlie matter is any authority I sliould s^iy that mutual 
agreement and co-operation bctw’ecii tlie lender and the boirow’cr is 
nccessar)^ for the permanent solution of the problem, wiiilc compulsion 
may not prove c(pially fruitful of success, if indeed it may not leave an 
after-taste of bad feeling and bad blood, wliich may lead to future 
trouble betw'een the tW'o clashes. 

V. X, ilEHTA, Esqr., i.as,, "j 

I 


Kashmere, 


Yours sincerely, 
(>Sd.) P. D. PATTAXI. 
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(‘ 1 ) 

Hcphj sent hj Sir P. D. Pallani to G. K. Dcvadhar, Esq., M.A., 0.1. E., 
of the Servants of India Socicl!/, Poona' sktlcr, aslnngfor the former's vkivs 
in regard to relief of Agricidlural Debt, in connection with the Travancore 
Co-oj)erative Inquiry Committee, of which the latter has been appointed 
President. 

BlIAVXAGiVB, 

2i^th September, 1933. 

3Iy Dear Mr. Devadhar, 

I am in duo receipt of both your letters, respectively, dated 
lath and 19th instant, as also the very detailed and comprehensive 
questionnaire enclosed vith your second letter. 

You have kindly put a red i)cncil mark against the (piestions, which 
you expect me to answer* But Question 155 presupposes a Imovdodgc 
of the pro\dsions of the Travancore Civil Procedure Code and Q.^ir)6, 
a knowledge of the functions and financial standing of the Trivenuruin 
Central Co-operative Bank, of both of which I am cpiite innocent. 
Similarly Q* 151, relating to the extent of rural indebtedness, demands 
a previous acquaintance with local conditions. The only question, 
therefore, to which I could attempt an answer is Q. 15o, thoujr here 
too, the absence of experience with local conditions must detract toil 
any opinion, I might oUcr with regard to the need or justification or 
scheme of Debt Redemption* I using the p irase ^ i 

Indebtedness ^ you have in your mind principalh the questi 
redemption of agricultural indebtedness. Purthcr, though Travancore 

is « isr-cry !rom Blm™ss»r, I .-ill 

ycculiaiitics, this problem of ogricultiiral iiideUcdnoss ms m i s iroa 
aspects omny eommo,. testores all over Mia. since the problem bas ts 
origin in more or less similar conditions obtaining m a 
agrieultoal country like ours. I am fortibed in tins oP-o" ^ 
Sadings of tbc Ocnttal Banlting Incluiry Committee, of a uc i y 
be well aware* 

No industry can thrive rvithout proper toaneing, “8* 

eutae is the largest industry in the scheme of 

&8t care of everyone interested m villas 1 envisage tbe 

agriculturiil financing can be complete, wbici ai s 
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problem of old debts, ^diicb bear usurious rates of interest— an}i:bmg 
from 10 to 300 per gent, and even more as found by tbe Banldng 
Inc^uiry Committee, AVliile tins dead-weigbt bangs round tbe Kbeduts’ 
neck, it is impossible be can have any interest in bis "^ork, and if be were 
less fatalistic and conser\'ative than be is, be would not bare been able 
to carry on, as be bas uptil now. But if be bas carried on, it is only as a 
listless and indifierent cultivator, wbo bas no heart in bis business. 

But I thought the urgent need of debt redemption was hardly an 
arguable point. Everybody admits the extent and intensity of agri- 
cultural debt, and still if one fights shy of undertaldng redemption, it is 
because of the magnitude of the problem and the huge financial outlay 
involved. 

I am no psycho-analyst ; but it is no uncommon experience to find 
that, when one is either imable or unndlling to do a tiling, nbicb is 
otherwise worth doing, one does not always confess one’s inability, but 
by a curious psychological process, one is often apt to deceive one’s self 
into tbe belief that tbe thing is after all not worth doing at aU, or tbe 
time is not opportune for doing it. At times, I feel that a similar mental 
process, though not distinctly recognized, is behind tbe non-possumus 
attitude adopted towards tbe problem of rural debt redemption. THiile 
tbe sub-conscious mind admits tbe necessity of debt redemption, the 
conscious mind is frightened by tbe seemmg impossibility of tbe task 
and proceeds to jiistih- to itself its attitude of inaction and hesitancy 
either by den3dng tbe problem altogether or belittling its seriousness, or 
again by conjuring up a picture of tbe same conditions being reproduced 
in a few years after tbe old debts have been once redeemed. 

Another result of not going to the heart of tbe problem and only 
keeping beating about tbe bush is to get side-tracked in sponsoring 
schemes of cheap and easy credit forgetting tbe heritage of old debts 
from tbe past. So, where in disregard of past indebtedness, attempts 
are made to unduly push forward Co-operative Banks or other Schemes 
intended to provide easy credit, they have not attained tbe measure of 
success expected, if indeed they have not totally failed. Any alternative 
scheme of providing necessary credit can have only a fair chance of 
success, after tbe problem of old debts bas been successfully taclded 
once and for all. 
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■ TIic (question wlictlier there is real need and justification for debt 
redemption, may be met by the counter-query, whether, if redemption 
is not undertaken by an intermediate agency, the indebted Ivhedut can 
repay and discharge Ids accumulated debts from the narrow surplus of 
his agricultural income, in a reasonable period of time, and if he cannot 
as everybody will easily grant ho cannot, where is the use of the creditor 
insisting on full payment which he laiows or with the exercise of a little 
imagination ought to know, he cannot realise ? The situation in some 
parts has become so acute that the suggestion has been made in some 
quarters, that “ the only method by which agriculturists ndght be saved 
from utter ruin was to allow them to repudiate ail their debt obligations. ’ 
The words in the inverted commas arc quoted from a lecture delivered 
last year before the Calcutta University Institute by Jlr. Naliniranjan 
Sarkar, President, Bengal B'ational Chamber of Commerce and who was 
also, if I mistake not, a member of the Ccntrfil Banlcing Inquiry 
Committee. The method of tot.al repudiation needs only to be 
mentioned to be rejected all at once ; for the remedy would prove worse 
than the evil from the standpoint of both the debtor as well as the 
creditor. But at the same time it must be recognised that the debtor 
after all cannot pay more than his capacity would allow, and the sooner 
the creditor realises it, the better for Mm, no less than for the debtor. 
Por while the stalemate of the debtor not paying anything and the 
creditor not receiving anything toward the arrears, continues, it cannot 
he to the advantage of cither side, if indeed not positively injurious to 
the interests of both, and the best thing would bo to end the stalemate 
■ by mutual adjustments and meeting half-way , if grave trouble is to 
avoided in the future, hir. Sarkar, in my humble view, did not exag- 
gerate, when in the concluding part of his lecture referred to above he 
observed that " the menacing position of the overwhelmingly indebted 
agriculturists now reduced to extreme destitution demanded immediate 
.action for averting an almost cataclysmic disaster that might even ua y 
overtake the whole coimtry through an agrarian upheaval inspired by 
utmost desperation.” 


H need tot tedemption is onec conceded, the nent qnestion i. 
W to. go ntout tl,o thing. Of come, there een be no ^ 

tepsying in fall all the nominal outstandings claimed y 
la most eases the nucleus of original advance is small and the swoHen 
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figures consist mostly of accumulations of interest, commission, premia, 
etc. Further any sum advanced in composition of old debts must be 
determined vith due regard to the capacity and credit of the indebted 
peasant u^ho is all but insolvent , In the Bha\magar Scheme, the sum 
to he paid in redemption of the debt of an individual Khedut,ithas been 
laid dovn, should not exceed an amount equal to three times the annual 
assessment payable by him. 

If redemption is decided upon, the present, I think, is the most pro- 
pitious time for undertaking the task. The margin of agricultural profits 
from w hicli the individual Khedut could hope to make payment towards 
interest and principal is greatly reduced owing to the prevalent economic 
depression especially in prices of agricultural commodities, and the 
creditors unable to make any xecoA^eries on their oum, would be in a 
more amenable mood to agree to the scheme of composition which holds 
out immediate prospects of cash payments. Further with reduced 
land values and low commodity prices, it would be safer to correctly 
appraise and calculate the credit and capacity of the indebted Khedut 
for repayment of tlie redemption loan udthout the risk of such calculation 
subsequently proving erroneous, than would be the case in a period 
of boom, vhen land values and prices are inflated, leading to an exag- 
gerated view being taken of the Khedut’s margin of profits from which 
the Khedut was to pay the redemption loan. If the advances required are 
not forthcoming from the State itself, the necessaiy funds in these times 
wlien so much cheap and fluid money is going about seeking investment 
could be easily raised at low rates of interest, by properly organised 
Land-mortgage Banks or similar organisations. 

Of course, it would be hazardous to make any forecast regarding 
the future after the wholesale redemption has been once efiected. Out 
experience in Bhavnagar is of far too short a duration, to base any 
generalisations upon. But the "veTy fact that the Khedut is free from 
the load of old debts should improve his credit and enable him to obtain 
ad\ ances on easier terras, should he require them. From the way your 
questionnaire has been framed, the co-operative movement would 
seem to have been fairly advanced in the Travancore State, and the 
mo\ement vonld be consolidated and be more capable of rendering 
useful sendee to its Khedut constituents, when once they are freed from 
their old debt. 
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applied, tliese figures have been found to be very wide of the mark by 
^innhing from 25 to 50 per cent. Iso doubt an inter\"al of 3 to 4 years 
has elapsed between the hist inquir}- and the application of the new 
scheme. But even allowing for any fresh accumulations of debts in the 
inten’cning vears the discrepancy is much too large to be explained by 
the mere time factor and it is suspected that at the original inquiry a 
large number of Kheduts either kept silent altogether or understated 
the amount of their indebtedness out of a sense of prestige or for fear 
of losing credit and social status or some other motive not easy to fathom. 
So I hope you would please avoid any mere guess-work in the matter 
of gauging the extent of rural indebtedness even where such guesses 
are made by men who think they are in intimate touch with local 
conditions and arc, therefore, entitled to hazard a guess, 

I do hope, you will be seen restored to your usual vigorous self and 
thus be enabled to resume the threads of this important public work in 
the beginning of Xovember next, as you eagerly look forward to doing. 

Yours sincerely, 

(Sd.) P. D. PATTANI. 

As TcmioTcmg the views expressed above, I take the foWowing 
from a letter under the heading ‘ Indebtedness of peasantry ' appearing 
at page 14 in the Times of India of September 27th: 

Xext to education, the most acute problem of rural economy is as 
to how to remove the bonds of rural indebtedness that shackle Indian 
agriculture. It is said that “ the Indian Agriculturist is bom in debt, 
lives in debt and dies in debt.^' Thus the redem^ition of debt is a funda- 
mental condition precedent to the launching of any scheme of rural 
upliftment. There can be no denying the fact, therefore, that the 
further delay of village reconstruction or even the adoption of lukewarm 
measures would admittedly bring about a disorder and anarchy of a 
more dangerous character than those emanated from bread riots of the 
urban unemployment.'" 


G. K. DEVADHAE, Esq. 


(Sd.) P. D, P. 
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Idler Tccehnl hj Sir. P. 1). Pa!fu,u froji' Mr. G. K. Dcvadhar, 
iinjtrcexioii.t of hitt vjxil !o h frrecin'iUn .'^ludi/ on the 

spot the >rt)rk)i\p of the D'l! In'lempfo-n Hrhone. 


TirE TRAVANCOKE CO-OPliHA'i’lVR F.XCjJ'rRY CO^LMITTEE. 

P,rshh'n'. : 

a. K. Dcvadiiaj:, MA.. C'.I.K.. 

PuKini'NT or Tun f;r.u'‘A;rt'.< or In'oia Hociicty, Pooka, 

C/f) Rhatia ^^AT!;^■.^^TY Hoshtai,, 

JiAZAV. Gatj; H-rr.ri-.T. Fonr, 


To 


BoAiJiAY, ]•{//' J pril 


Sin PnAiiiiAKiiA-vicrn D. J'attani. K.CJ.E., 

rnKsn^vAT oi- THK Corson or AnMiNisrnATiox. 

IBiAVSAOAn State, 

BliAVXAOAn. 

My Beak Sin Pkaciiashaskeh, 

■ It ATOA A-ucli n gront ])Ir-nMin' to ino. to bo enabled to pay tbe long 
promi?/‘(l visit to IJliavnnjrar, tlio ])lnco which in rcalh nia( o )} }OU m 
r.8.t,l t„ its ntotlm, «».I ««<* l.t.'v hon. l»r8.'K- «» 

.1 v„,„ inspiring nn.I ..rpniAtg SOnins. rvlticl, 1...! «<> ^ U 

il.K g»il tell ol tint nw.-.,rnr.' figlting rl.irit. toiwcits-, faiA 

inhunuinity and in Idglicr ideal?. 

2. Mv visit t« yonr progrossivc state tvltiel, is 

tWviag ami l,ros,,oro„s slates in brat, gilt 

^0 me, and the verj' plcnKing inijne.^Mons th 
hore back with me will l)e of an abiding nature. 

T 41 n intctcsting and engrossing 

3. 1 bare been trying to digest (b«t not rural) 

<letaib of tbe. Scheme of JMempmn of ' 

hiddjtahwss, wbicb your Darbar bn? so lO ) • 

carried out. Mv visits on two separate dn^'s to Tala ja a 

roaily onablod me to form a true and roali.stic idea of tbe great 
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whicli 3 "oiir State under the able direction of your-sclf and the loyal 
officers and colleagues of yours has been able to achieve during the 
last three years or so. It is so complicated that it would not be VTong 
if I say that I vould take sometime to formulate my ovm definite views. 
But this much I can say at once that it is not only thought-provoking 
but also an action-compelling experiment very boldly undertaken and 
most practically and successfully carried out. I have nearly finished 
the reading of the final draft of the report intended to supply up-to-date 
figures and facts, but these have not yet been included in the report 
drafted bv j\Ir. Nat u aria 1. I will send you a copy of my letter to him 
after I complete its penisnl. 

Jt ♦ 

6. I hope to meet you in June in Poona for a further discussion 
on the subject of your Scheme with the Members of the Servants of 
India Society m Poona when most of them would be present there for 
the anniversary of the foundation of the Society. 

AVitli the kindest regards, 

I remain, 

Yours sincerely, 

(Sd). G. K. DEVADHAE, 

M.A., CJ.E., 
President. 


(G) 

Rephj sent hj Sir P. D. PaUani to Mr. G. P. Pillai, B.A., B.L., Personal 
Assistant to the Registrar of Co-operative Societies, Travancore’s letter 
dated the 23rd Ocloher 1933. 

Bated Uli November 1933. 

My Dear Mr. Pillai, 

Many thanks for your kind letter dated 23rd ultimo, and for the 
appreciative sentiments expressed therein for what little Bhavnagar 
has been doing on behalf of its peasantry. Yon wiU he glad to know 
that the scheme of wholesale redemption of agricultural indebtedness 
launched some three years ago has made considerable progress, and the 
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few Tappas, i.c., subdistricts, tliat remain to be brouglifc mulor Mie 
operation of tlio sclicmo, will have la-eii fmishe<I by about the end of 
March 1934. 

I entirely agree that co-operation ha? been far 3rom being an un- 
qualified success. ■ There arc severa 1 reasons whicli have pcfiiaps prorented 
the realization of the hopes, which co-opcrr.liou theoK-tically holds out. 
One reason, as you suggest, is failure to adhere to its m.iiu princip c„ 
and the wrong approach from a joint-stock montaliti . Liit die. xn.uu 
reason, so fat as I am able to judge, is rather the rash manner, m wme r 
it was sought to pu.sh fonvard co-ojieration in iota, ni.rej.nrc o ^ 
heritage ol the Khcriut's ,,nsl imleht-.lae.t. It has been norieed tliat 
if the borrowing cultn^ator, oontinning in tlic c utchOv - ’ 

Sowcars, also becomes a member of a Credit Society, he 
resorts to the Sowcar and the Society to pay oil in turn ^ ^ 

one or the other. He may thns be able to put oS the c\ i c n> m ..o 
time, but meanwhile there is little, doubt that his J 

. has worsened and not improved. Altogether I have itl c c o\. 
anv Scheme aiming at the economic betterment of the ^ 

iudude in its purview, and that, as a first step, the - 
debts; for while the dead weight of old debt hangs hkc a mto 
round the cultivator’s neck, it is impossible that he can ma cc ai o 
. Exporieneo in British India has served us hero . 

we are proceeding cautiously in the extension ° 

mg cheap and short-term credit for ,vhich 

no use placing at the Khedut .s disposa 

are certain to be abused, without first ma ung ^ 

from which he would bo able to repay the advances < 

■ no „t „ La,„l Mortgage to not boon oi .n 

Stet. so t„, nor am I ourc ovbctto onoh oebemoo ong.nat.ng 
West would always suit Indian conditions. ^ 

It is good to have first-lmnd disadvantages 

successfuhnodel. But such 

m that the mind fully preoccupied 'J' farther tempted 

mcapahle of original and independen ’ -nroner thought 

. , l« blindly imtato tho nutrido model, ovittot gmng proper 

and weight to the essentially dificring loca 
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It is a bold experiment, on wbicli we have laniicbed in undertaking 
wholesale redemption of agricultural indebtedness. But, in my 
humble view, no scheme of rural reconstruction can be successful which, 
as stated before, does not envisage the problem of jjast indebtedness. 
Lastly, unless the economic rehabilitation of the village cultivator 
is acheived betimes, the position which is grave and menacing enough 
in all conscience, will continue to worsen and ultimately might precipitate 
a colmtry-^vide cataclysmic disaster far more serious than any artificial 
political agitation, however violent and unscrupulous could ever bring 
about. The only way to a peaceful administration lies through economic 
contentment ; and relief of the burden of past debts of the village 
Khedut — ^the backbone of the cotmtn* — is the first and essential step 
in that direction. 


Yours smcetely, 
(Sd.) P. D. PATTAYI. 


(T) 

Extract from aJdler of V. L. Mehta. Esq., BA.. Editor, - Bomhaij 
Co-opemh're Qmrierhj^f dated Bombay, the Idth May 1932. 

You have initiated a most interesting experinient in undertaking 
debt settlement and redemption : and I believe in no part of India has 
the work been undertaken on so large a scale or with such elaborate 
systematic inquiries into the whole problem of iudebtedness, particularly 
in its practical aspects. Any success, that you achieve is bound to 
affect the trend of action in other parts of India, although elsewhere 
circumstances may not be quite so favourable, as we feel they have 
been with you in Bhavnagar State. 
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Neivspo'per Notices and Reviews. 

■' 1 

BHAWAGAP: RELIEF OF AGRICULTURAL INDEBTED- 
NESS, being the concluding portion of an article ‘PROGRESS IN THE 
INDIAN STATES’ by Mr. John De La Valette appearing at pp. 187-190 
of tbe Asiatic Revieic, January 1934:. 

“ Droughts and price slumps bring misery to tbe Indian peasants 
only intermittently ; tbe money-lender is always with bim, or at least 
be was, for in Bbavnagar they bave cbanged all that. And tbe way 
in wbicb they bave cbanged itis as ingenious as it is comprebensive and 
far-sigbted, tbe latter cbaracteristic being only wbat one would expect 
in action with wbicb Sir Prabbasbanker Pattani, tbe President of tbe 
Bbavnagar State CouncU, is associated, Tbe problem of relieving tbe 
indebtedness of tbe Indian ryot bas been qualified by tbe Indian 
Central Banking Committee as being one “ of supreme importance from 
tbe point of view of tbe economic prosperity of tbe country, as weU as 
for tbe purpose of stemming tbe growth of discontent among a large 
section of tbe population.” Tbe Royal Commission on Agriculture has 
23ointed out that tbe worst policy towards debt was to ignore it and do 
nothing. A certain amount bas in fact been done, largely along lines 
indicated by tbe Central Banking Committee, in the Central Provinces, 
tbe Punjab and in Bihar and Orissa. But nowhere in India, perhaps, 
bas tbe problem been tackled so deliberately and bas so comprebensive 
a remedy been applied as in tbe Kathiawar State of Bbavnagar. 

There tbe problem bas received systematic attention ever since tbe 
appointment in December 1925, of a committee to enquire into agricul- 
tural indebtedness. This body accompbsbed its task conscientiously ; 
it made an exhaustive investigation and presented an excellent report 
in April 1931, tbe recommendations of wbicb were supported by evidence 
and facts- The measures taken on tbe strength of it proceeded from tbe 
consideration that tbe evil of indebtedness was only a symptom, tbe 
cause of wbicb lay deeper. Tbe removal presented a complex problem 
wbicb could not be solved piecemeal, but only by comprehensive action. 
Thus no improvement in tbe condition of tbe ryot was possible, unless 
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Lc could be made to start with a dean sklc. But it was of little avail 
to rid liim of debt, if lie was to slip back into indebtedness almost imme- 
diately. And he would, it w\a- felt, be almost bound to get into debt 
afresh, unless village life ns a whole could be placed on a sounder basis. 

Finalh% thoimh tlic bad money-lender was branded as an cnl to be 
eradicated, the need of the peasant to have recourse at certain times to 
some mon^v-Iendcr from whom ho could borrow on reasonable tenus 
for nroducnve purposes wa^ admitted as an economic necessity. In 
fact one fircis a cuiious thought ninning through much thatwa^ WTitteii 
,«nd Slid at the time on this aspect of the subject. It W’as. perhaps, 
nio^t uuneumd) oxpros-ed, when Diwan Ikihadur Trivedi stated 
Mjc aim of the contemplated incaMiros to be removal of the existing* 
conditions m order ‘‘to restore the pristine purity of the relations*^ 
between the ryots and the soircar?. Apparenth*, wdien the world 
was young, moncv-lcnder.s were pure in Bha^magar. which appears 
m practice to have meant that they never charged more than 12 per 
cent, per annum on the original sum ad\anced, and did not add premiums 
and commission winch doubled and trebled in a very short space of time 
the original sum loaned. 

The measures eventually enacted by the Blm^’nagar State Gomicil 
conristed first of an Agriculturists' Belief Act, w^hich follow^ed the prm- 
ciplcs of that in force for the Bekhan, wdth such modifications as local 
conditions rendered necessary. This Act could " at best only render 
negative help," but it did prevent extortion where loans had beeu 
made. Lpon this follow^ed a Debt Eedemption Scheme, calculated 
to “ wipe of! at one stroke all the outstanding debts of the Khedut and 
enable him to write on a clean slate again.' This scheme was based on the — 
no doubt fully justified — assumption that the highly indebted peasant 
was virtually bankrupt, ‘‘ and if he was made legally insolvent as he 
really was, it was practical!}^ certain that the money-lender would get 
little or no dividend " from his estate. If, therefore, the State were to 
undertake to advance a reasonable sum to the indebted peasant, with 
which to pay ofi the creditor in full, the money-lenders would in their 
own interest accept the ofier and thereby help themselves and the 
State in economicaUy rehabnitating the Khedut class." 

The basis on which the sum due to the money-lender was compound- 
ed, was that he should receive his loan capital back in full with interest 
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at the rate of 12 per cent, per annum. Interest on the amotint advanced 
hy the State was to be paid by tlie peasant by way of an addition to his 
land revenue and, being based on 4 per cent, per annum, it meant only 
a very slight extra burden. Aft er some preliminary reluctance on the 
part of the Sowcars the scheme was accepted. By March 1933, Kheduts 
paying one-half of the State’s total land revenue liad been cleared of 
debt. By August last their number covered three-fourths of the total. 
A very few months more wiU suffice to licpidate in equally satisfactory 
manner the remamder of ,the agricultural debts* This is a truly re- 
markable achievement which speaks well for the administrative sldll of 
the Bharaagar Government. 

It has involved investigating the Avhole history of debts incurred in 
small amounts, but aggregating to sixij' lakhs of rupees and necessitated 
a total payunent by the State, so far, of some fifteen lakhs. To this 
should be added some nineteen to twenty lakhs which the State has 
TOittcn ofi in respect of arrears of land revenue due to it. This settlement, 
therefore, not only clears three-fourths of the peasantry of all debt what- 
. soever, but it also reduces their annual liability for payment of interest 
by some four and one-half lakhs of rupees, as the actual rate of interest 
payable by the peasants frequently rose to and even exceeded 25 per 
cent, per annum. In the matter of land revenue the human under- 
standing of Sir Prabhashanker Pattani once more displayed itself. He 
had found that '' over 50 per cent, of the farmers of (his) State had been 
very honest, and had no arrears of land revenue, nor had they blindly 
incurred private debt.” So to benefit also these deser\dng individuals 
who had no outstanding debts to compound and no arrears of revenue 
to remit, any suspension of revenue ordered during the current lean 
year” w"as to be wiped out as a reward for fair dealing.” There is a 
kind of justice which democracies are barred from exercising. It is well 
that there should still be States in India to demonstrate the good points 
in forms of government in which merited discrimination can still be 
applied. 

Having thus rid the peasant of his present debts, and protected him 
against extortion in respect of his future ones, it still remained to raise 
the village as a community to a liiglier level. Por this purpose the 
Gramya Panchayat measure was passed, the object of which. was ‘'no- 
thing less than the rehabilitation of the whole village life itself” on a 
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hn^h of loc.il autonomy. ITncler it eacli village, ap])licfl for the 

right, may henceforth, i)Ucr alia, “ determine its o\^'n method and 
procedure of revenue coliection/’ It may punisli defaulters to the 
extent of forfeiture of laud and the auctioning of vacant lioldings. It 
i^ also erapouored to huild up a roscn'c from the suq)lus proceeds of 
land so sold, nliicli is to nccnie to the hcnefit of the Panchayat. IMierc 
the rcsen'es are large enough, they can be u^cd for financing the agri- 
cultural needs of the Ivliedut*:, There arc other provisions tvliich, taken 
in tlioir entirety, justify the claim that the Panchayat measure is botli 
“ educative and amelioraTivo.'' 

But if it lias proved possible to make a peasant get on good terms 
nith a money-lender, it seems much harder to make him trust his 
neighbour. And so, apparently, the progress made with tliese grants of 
village autonomy has been slow. 

Even so tlie comprehensive nature of these agricultural reforms in 
Bhavnagar is bound to have a salutaTj effect on the population of the 
State. It vfill also stand as a useful object-lesson to be studied by other 
States and in those parts of Briti<5h India where similar evils are experi-' 
enced, but where a remedy on so broad a basis has never yet been 
tried.*’ 


Extract fiom Bhavnagar: JRccait Progress” — heing a votice, hg 
Mr, John Be La Y alette of the Bhavnagar Census Report apjiearing in the 
Asiatic Review, Jnhj 1933, p, 540. 

“ Bliilst the percentage of the urban population was 26.8 in 1881, 
it IS now 30.5. Even so, the farmers struggle for life is no easy one, and 
his indebtedness correspondingly burdensome. A committee of incpiiiy 
wliich was appointed to investigate this question delivered itself of an 
able report, which, disclosed a disturbing state of affairs. The number 
of jKheduts free from debt was only half that of those who were in debt, 
and as many as 30 per cent, of the total number of farmers were stated 
to be hopelessly involved in debt, and their condition such as to give 
cause for grave anxiety. ’ Here the matter might have remained, as 
such matters frequently do after recommendations have been made. 
Xot so in Bhavnagar, where the thorny problem was energetically 
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tackled on the basis that the cultivator “ should be liberated from the 
economic bondage of money-lender,” wlulst the latter should at the 
same time be equitabl}^ treated. A system was organized, under which 
exiting obligations could be inve.stigated at the joint request of the 
Ehedut and the money-lender in accordance with rules similar to those 
of the Deccan Agriculturists’ Belief Act. After reducing the amount 
due to equitable dimensions, the Darbar discharged the KJiedut’s debt 
by di.stributiug the total amount of the liability so fixed pro rata among 
the farmer’s creditors in full settlement. At the time the Census report 
went to press, the cultivators of three districts had in this way been 
completely freed from debt to money-lenders, their resulting obligations 
to the State being brought vuthin reasonable limits. Operations in 
other districts are jjroceeding to similar effect. This bold and construc- 
tive policy by the Bhavnagar Government cannot fail to react favourably 
upon the condition of the peasantry.” 


3 

A leaderetlc appearing in (he ‘ Times of India ’ doled (he 2nd Fehniary 
1932. 

Debt Prevention. 

“ The report on the Administration of Bhavnagar State is alvrays 
interesting because for many years past that State has been regarded as 
' a model for the whole of Kathiawar. In the latest of these reports, 
which has just been issued, particular attention is devoted to describing 
a scheme* for settling the debts of farmers in such a rvay that money- 
lenders might recover the principal with a moderate amount of interest. 
This scheme was devised as a complement to an Agriculturists’ Belief 
Act and has been tested in a way which should compel attention all over 
the country. Merchants and agriculturists in certain areas in the State 
expressed their willingness for their accounts to be settled and a 
Committee of officers and representatives of money-lenders was appointed 
for the purpose. It was found, the amount owing, according to money- 
lenders’ books, was Bs. 3,59,702, and the sum found actually due accord- 
ing to certain . prescribed rules vras Bs. 1,84,507, a sura which was 


Vide Appondi.\: IV. 
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evonhiall.v reduced to Rs. 1.02,747, As tlic report says, ‘ this attempt 
to eilect a conqdcto redemption o( tlic whole of the agricuiturist class 
and thus to enable it to make a fresh start is unique, "No doubt this 
will necessitate tlie advance of a xcry large sum and some risk is also 
inevitable under the circumstances; hut considering the lofty and 
benevolent aims vdiicli have motived tliis attempt, the risk involved Js 
not exce.-sivc and certainly wortli taking/' 

“The Committee is now engaged in extending the scheme and next 
voar‘.‘^ report, which should show the effect of its operation on the State 
as a whole, should prove of particular value to all, who arc concerned 
in tr\’mg to devise means to relieve the hea\y indebt ednci^s of the 
agriculturist class. Another notable refonn that has been introduced 
in Bha\magar is the grant of local Punch ay at s to villages. During ten 
years of the Minority Administration only tlirce villages started Pancha- 
yats. It is necessary now that more villages should manage their omi 
affairs because a Village Improvement Pimd of Rs, 27 lalchs lias been 
given by the Darbar on the ground that the problem of agrictdtural 
indebtedness could not be tackled without at the same time dealing 
with the whole economic life of the village. The establishment of 
Panchayats is looked upon as an educative measure combining in itself 
both self-determination and self-government, and the application of 
those principles to village life is something, of wliich the State may well 
be proud/' 


4 

Exlraclfrom the leading article of the ‘ United India and Indian States* 
dated the Fchniarg 1932, rcvieirvig tlic Administration Bejyort of the 
State for (he year 1929-30. 

^ ^ :fc 

Tlie question of revenue arrears has for a long time been a vexed 
question iu Bliavnagar, and ^Ye are glad that the Darbar has cut the 
Gordian Knot by wiping oS a good portion of the debts as unrealisable. 
This long needed measure was no doubt delayed on account of the 
minority of the Ruler and its adoption at the present juncture udll come 
as a much appreciated relief to the agriculturist, who is after all the back- 
bone of the State s prosperity. The balance of the arrears of Revenue 
has been donated by His Higlmess the ilaharaja to the agricultural 
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population of tlie State and is to constitiitc " a Village Mprovetoent 
Tund (tlie interest of wliicii being used to give amenities to the village 
agricultural population, who wall themselves administer the fund). 
Another measure of relief to the agriculturists brought into eCcet during 
the year w’as an Act- for the protection of the A^culturists, viz., the 
•Agriculturists’ Relief Act, by wliich it w'as proposed to settle the private 
debt of the farmers in such a way that Sowcars might recover the amount 
of principal with a moderate amount of interest. The result of the 
exanunation of the inoncy-lendcrs’ accomit hooks showed that the total 
nominal ainoimt owing by the cultivators in Lilia according to the 
Sowcars’ books was Rs. 3,59,703, while the sum actually found due by 
the committee appoint ed under tbc Act was Rs. 1,84,597. The scheme 
of the Act is for the State to advance the sum thus found on behalf of 
the cultivators and the sum finally paid in this way during the year 
came to Rs. 1,02,747. Tlic report claims with truth that “ the present 
attempt to effect a total and complete redemption of the whole of the 
agriculturist class and thus enable it to make a fresh start is imic^uc and 
uncommon.” A Village Panchayat Code was framed and promulgated, 
under which any \nllagc fulfilling certain cpiiilifications was free to claim 
the grant of a Panchayat, involving the practical transfer of the whole 
village administration to the villagers themselves with the minimum of 
outside intorforenco. The scheme jwowdes in the last resort for a very 
large transfer of powers of internal autonomy, and its results in Bhavnagar 
iriU be watebed with mterest even outside the State. The key-note of 
the report before us is thc anxiety of the Darbar to improve tbc lot of 
the rural population * 


(5) 

An article a’p’pearing in the ' Times of India, ’ dated the Hth April 1932. 

Treeing the Ryots from Debt; Bhavnagar Scheme. 

ReiiIee’ Measure AIakes Progress. 

' In the Times of India of 2nd February, there appears under the 
caption “ Debt Prevention ” a leaderettc^review’ing the report of the 
Administration of Bhavmagat State f or 1929^30; The article has been 

* Appendix VIII (3). 
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appropriately entitled **Debfc Prevention/^ since therein yon draw 
pointed attention to the nniquo schomc of ydiolesalc redemption ol 
agricultural indebtedness ydiich is being applied in the State. Citing 
figures you state that the Sowcar s book debts amounting to Bs. 3,59,708 
have been compounded for a sum of Its. 1,02,747. Tliesc figures relate 
only to the culti\'ators of 12 villages of one Tappa or Peta-SIahal, viz.g 
Panchtalavada under Lilia jrahal. But since the Beport Was WTitten, 
considerable progress has been made in the work of redemption, and now 
the whole of Lilia I^Iahal, comprising some 3G ^^l]agcs, ns nl'^o Umrala 
Mahal comprising 53 villages have been redeemed and operations for 
redeeming another Mahal Gadhada, conristing of 25 -sdllages arc also 
nearing completion. 

Debts Bepkemed. 

The total number of registered Ivliatcdars, including co-sliarcrs 
in the tAvo redeemed Mahals, is 5,131, and the annual assessment payable 
by them is Bs. 0,43,5^12. ^Vll these cultivators have had all their ])rivatc 
debts redeemed under the scheme. The nominal atrciira owing by them 
according to the SoAvear s books amounted to Bs. 17,98,781. These vrcrc 
paid oS and compounded by the State advancing on behalf of the 
indebted cultivators a sum of Bs. 4,62,614. 

These nominal outstandings as shown in the Sowcars’ books, it 
need hardly be said, ate mostly made up of interest, premia, etc., while 
the nucleus of the original debt is seldom very large. Another factor 
that goes to reduce the ultimate amount for which the nominal debt is 
compounded and compromised, is the capacity and solvency of the 
Khedut which, it is notorious, is always very limited. But there is little 
doubt, as remarked elsewhere, that the money-lender on the whole is 
enabled under the scheme to recover in cash, and at one stroke far 
more than he could, if left to his omi devices, have hoped to collect in a 
number of years from his Khedut customers suffering from chronic 
indebtedness. 

Bekeht to Cultivators. 

Of course, the benefit to the cultivators is obvious. There is to-day 
not a single suit or execution proceeding pending against any Khedut 
in the CiArii Courts of these two Mahals. Further the economic improve- 
ment brought about in the Kheduts’ condition is reflected in easier and 
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better Tccovcrics. For instance, in Lilia Mahal on a moderate calculation,, 
the recoveries this year would be better by 4 to 6 annas than would have- 
been the case under the old conditions, when the agriculturists were- 
still weighed down by the burden of past debts. So even putting it oit 
the low ground of self-interest, the State itself stands to gain enormously 
by the redemption of its peasantry, and the favourable result in recoveries,, 
though only an incidental advantage, is by itself, a sufficient justifica- 
tion, if one were needed, for redeeming agricultural indebtedness. 

Saving Interest. 

It may be further added that the cultivators by this measure of 
relief would annually save in interest charges alone a sum of nearly 
Eupees four lakhs and a half, calculating interest at the rate of 25 per 
cent, which is unfortimately the ordinary rate levied, though cases of 
still more extortionate rates being levied occur only too frequently. 
But even taking the average rate of interest at 25 per cent., the Kheduts, 
it will be obsers^ed, have had their outstandings compounded by 
payments of a sum which is only a little more than the annual interest 
charge to which they were subjected for these arrears. 

Originally only one Committee was appointed for investigating 
accounts and fijdng the amount to be paid in composition. But now 
applications are coming in from Sowcars and Kheduts of other Mahals 
of the State to have the benefit of the Debt Kedemption Scheme extended 
to them, and this has necessitated the appointment of three more 
Committees, which may have to be further multiplied to cope with the 
increasing demand. 


( 6 ) 

Leading article appearing vn ih^ ‘ United India and Indian States ; 
dated the Mth May 1932. 


Agricultural Indebtedness * 

An Experxiient in Bhavnagar. 

In our issue of IStli February 1932 in tbe course of a review of tbe 
Bhavnagai Administration Eeport, we had tbe pleasure of drawing 
public attention to tbe scheme for tbe redemption of tbe Agriculturist's 
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private debts ^bicli was being tried in that State, hx "tfre case of 
Bbavnagar, agricultural indebtedness in one way or another bas been 4 
grave stunibling-block to real agricultural prosperity, a fact to wliicb 
we were frequently drawing attention in our columns. The matter has, 
we believe, been engaging the serious attention of the adniinistration. 

Monstrous” rates of interest were levied in the villages, which it was 
alleged in some specific cases enabled the lenders to obtain in one year 
only civil decrees for amounts four to six times as large as the original 
sums advanced.” The result was, in a large number of \iLlages there 
persisted a low economic level in the village population, as a consequence 
of which not only was the standard of life low biit the State also suffered 
in the way of huge arrears of land revenue, which the Khedut was unable 
to pay. As a consequence of a petition from certain Kheduts and the 
report of the Eevenue Commissioner on the same, the Government 
appointed a Committee of Inquiry ; Diwan Bahadur (then Eao Bahadur) 
Tribhuvandas K. Trivedi being nominated as the Chairman and the 
Chief Judge, Mr. Bhasker Eao V. Mehta and the Ee venue Commissioner, 
‘Mx. B. Is. Gohel, being members of the Committee. The preliminary 
survey of the situation by the Chairman disclosed an alarming state of 
things — oppression and hardship being the chief characteristic of the 
indehtedn^, which was established beyond a doubt. In most villages, 
tbe Kheduts bad not the requisite implements of agriculture, some being 
even without bullocks and dependent upon others for having their land 
ploughed. The cost of cultivation was also rising due to increased labdut 
charges. Indeed ” says the report, in several villages, the Ubhads 
(labourers) seemed to fare better than the regular Kheduts, a few 
XJbhads here and there being able to advance moneys to Kheduts from 
their savings.” The alarming conditions revealed in the preliminary 
inquiry indicated the need for a comprehensive investigation embracing 
the whole State. This was ordered and tbe result was a painstaking 
inquiry and a thorough and comprehensive report constituting 
an authoritative pronouncement on the question of agricultural 
indebtedness in the State. Action was soon taken. Th e grave economic 
condition of the p^santry that wasrevealed as a result of the Committee’s 
inquiry was amply home in upon the Council, and Sic Prahhashanker 
Pattani, the President, soon realised that unless grave agrarian 
trouble was to be risked in the near future, it was imperative to take 
immediate remedial measures to restore economic health to the ‘debt- 
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(lejimswi tvtul till Init in?olv«it Khcduf. So v.-Uh n \'icw to nfiorf] liim 
relief in rcgtinl to past iifuriotss debt;! and j'rotcction againpt \'jctiriifEation 
in the fttfuro, n Klu-tlnt rrotcction Act Ims boen papicd. The Acfc 
pTondcs foT tlio court going into tlio history and merits of a ease from 
the fomracncemcnt of the transact ion 5 bet wren the parties and for 
taking accounts and the Act also provides for the court giving a decree 
in instalments only. Tlic <lelitor also i? entitled to sue for accoimts 
end for declaration of the amount due hy him to the creditor, such a 
suit being exempt from cou.rt fees. The Art ro far as it- goes is 
midouhtedly an amc!iorntiv<- unasurc, and it.Minusual pronsions seem 
to be justifiwi hv the sotnewhat unusual conditions of ustuy obtaining 
in the State. Wo h.ave re.id v.'ith particular interest tlio ter^ 

comprehcnsivcandinfonuativc. mimttcj'tcpurcd by the chairman Dinnn 

Bahadur Tribhuvandas Kalidns Trivedi and ]mlilishcd ns Appendix VTI 
to the repwrf, v.-}iich contains several constructive suggestions to put 
dorni the tricky and tortuous modes of aecounling adopted bj^ the 
Sovvears, A.s VO have pointed out the Khedut iVotoction Act is an 
ameliorative me.asiire to relievo the agricultimsl, a term nTOrc^clearlj 
dofmed in the Blmvjiagar Act than in the Brccan Agriculturists’ Relief 
Act, on vkich the former Act is primarily modelled. But this vas 
negative help vhich llie Coiutnittce thought vas inudcipialc to meet 
the needs of the case. So trilh the Act, the Council .^anctioiml a Debt 
Bcilanption Sclieinc '■ vbicb vould help wipe off at one stroke all the 
tnitstanding debts of tlm Kbedut and enable him to write on a clean slate 
once apam.” The principle is that the Darhar will liquidate the pas 
debts of the Kheduts by ndvaneiug loans to each indmdual khedut at 
easy rates of interest, if such liquidation is possible ant .1 t ic 
are prepared to accept tbe actual principal originally f 

at'; moderate and equitable rate. A majority of the Khednta nd 

Sorvears in any Mahal may ajiply jointly to aw li 

liquidation achemo: upon such application, the ariqr ^ 

Debt Liquidation Committee consisting of two Darhati ® 

creditors of the Mahal are to have two representatives, #0 . 1> 

memhers of the Comnutieo and one or two " 

select cd (or co-opted) by the Darban omcers from ' .V 

belonging to the village in regard undertaking 

tjikcn in hand. Tlic creditors and debtors aw, i,. _ , ^ 

tp the Committee that its awards shall be binding on . . p... ; 
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amount %vill 1)C nna iulvot^rod io ihv Iciula, nvA tlm K}m<lut whov* 
htiH tlnr' liqniilitHl Im'v to yrc^ml 1 produce io tlK* Piirbari 
Klmlftwfid afKr d/'diiUmi: th^ Klu*dnt’s n{ tlio Mim'. 31i»' 

Ijalance Y>iU ho upjiropriotvd toward*^ iho vnriotis paymf'nti=j duo to tlie 
Stale mulct tho BliacbUai ^y?ton, or a^ Tagavi lom^ and aBo as loin 
advanced und<T tlie I^demjition J^ouu Tlio relume 1ms novr 

been applied to tv^o MaliiU of the St at*’, ii*., J>ilii and Lmrata* Tim 
first coinpri''e^ oO villat:* and latter 7}*l vilbre^. There were 5,131 
registered Khatedar^ paying an annual ^rnent of 0,43,512 in 
tlic tno Mnhah and all thc5^‘ Inve tahen advantage of the liquidation 
rchcmc. Tlic nominal arrears ovmg by them arcoruing to the Sou cars* 
books amounted to 111. b< ing made up of interest, premia, 

ete. The same v.v.s ])\iil oil and compou!nh‘d by th^ State advancing 
on hehilf of the indebted cuk?vator>^ a Mitn of B*. IdVI/dl. At the 
time, It U jiot correct to siv tlint the Mhetne a })urden on the 
nionry-kmh^r clavc^ heeai^e under it “ tie* inoneydender on the vdiole 
is enabled under the scheme to numver in cadi and at one stroke far mom 
than he could, if left to hi^ own devices, liave hoped to collect in a 
numher of veatN fri>m hi'^ Khedut rn^Uorn^^r'^ Mitlering from chronic 
indobtednc'-^/* The re-^ult on tlie wliole Ins been to iKmefit the Khedut 
concidorably in the tuo MahaU, there being tiot n ^ijigle Miit or execution 
petition pending against any Khedut in the civil ccnirts. The State 
also gains, because the method of redemption employed Imlps the Kdler 
rccovcn' of revenue. In Lilia Mahak w are told that during the current 
year tlie recoveries this year would he better by 4 to G annas than would 
have been the caso uiuh‘r th^^ old condition^, ^o that the favourable 
result in recovcric>> though only an incidental ndvMniago is by itself a 
sufficient justification* if one wore needed, for redeeming agricultural 
indebtedness. It is calculated that the cultivators will pave, in interest 
charges alone, a sum of nearly Ks. *4J lakhs calculating the 
interest at 25 per cent. IVc ate informed that the scheme is popular and 
requests for liquidation are coming in from other Mahals nbo. Originally 
onl} one Committee was appointed for the investigation of accounts, and 
fbdng of the amounts to be paid in composition. On account of the 
demand from other I^fahals, three more Committees have been appointed 
and more may become neces«mr\% \rith the increased demand from all 
the Mahals. IVe are sure that our readers will have road this account 
of the heroic attempt by the Bhavnagar Darbar to get rid of agricultural 
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indebtedness by one stroke of tbc pen witli instruction and interest, 
because the problem of the heavy indebtedness of the Agriculturist 
classes is a phenomenon not confined to Bhavnagar alone. It is a fairly 
common enough condition and the various palliative measures, proposed 
or in part adopted have been only too partially successful. The present 
attempt in Bha^magar is on a large scale, because the attempt is nothing 
less than to effect a total and complete redemption of the whole o the 
agriculturist class and thus enable it to make a fresli start involvmg 
,t. advance of a very largo aum from tiro Stoto at tomo risk. Tie 
b worth taldng if wo oonsidor tho lofty aim that rmpros , . r 

aim kept itt viow at the same time is tho rccomtmol.on of tho oemo 
tosis of tho village, which was tho old village commum y aud for tta 
purpose Panohayats are to bo given to tho nllages, which 
and apply for the same. This means the practical transfer o ^ ^ 
village administration to the villagers themselves with 
oulsL interferenee. The P.nchayat is given the ““ 

nominate' person, ol its own ohoieo for f " 

Muhhi, Pa^l, Ohowlddars. oto. In oonrso of time 

prepared and tho demand is made, ftoedom IS 0 _ j revenue 

'within limits to determine its owm ^UeT hy 

colleelion. The VUIage Pancliayat can ate P«nm ^ 

lerfeiting land and anctioning a vacant und the 

resem from tlie savings xemaining a S ,.;ilaacs* It can 

reserve will be useful for the common puipioscs o exercise 

haance the agricultural needs ol the 

municipal powers. The Coimcil nSwers. We 

establishment of Village 

consider that Bhavnagar deserves o tesult of the 

bold bid, she has made for rural interest by 

' State scheme in this regard will be watched wi s^p • ^grested 

well-wishers of the State in particular and generally by 
in agricultural reconstruction throughout India. 
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( 7 ) 

appraring in (he ‘ Thuai oj dnted thf^ 2Zrd J xinc 1032. 

-^GRicrtTUBAii ]3i:irr KrDEMrnoK. 

Xo Btnic in India lias done more to lighten the burden of debt of its 
cultivator^ than Bha\Tiagar, Even '^vhen ITis Highness the Malmraja 
of Bha\'naear vras a minor, he desired that the bunleu of hl^ oultivatorB’ 
debt Fhoulcl be lightened ns much as possible and that this should be 
done before he ascended the Gadi. That the rea'^on vhich prompted 
the Darbar to pa‘'S orders to VTite of! about Rs, 20 lakks of arrears of 
revenue in 1020. At the same time, an inquir}' into agricultural 
indebtedness to money-lenders vas onIor(Kl and nrmngcmenhs vrerc 
made to ensure that, s^hile relief '^\as given to the fanner^ against illegal 
and usurious exactions, the legitimate dues were paid to the Fowenr. 
The inquirj" was thorough and it was di^co%ered tliat the rate of interest 
charged by money-lenders averaged between IS to 2 j per cent, and tlmt 
advantage was further talcon. of the ignontnee and hnlplessness of the 
tanners by falsification of account^?. The grave economic condition of 
the peasantry revealed as a result of the ConiTnitlce''s enquiry prompted 
Sir Prabha‘?hanlccr Pattani, President of the Council, to adopt urgent 
remedial measures to restore economic health to the debt-doprcKscd 
farmer and thus to avoid agrarian trouble. With a view to afJonl relief 
in regard to past usurious tran<^actious and protection against victimis*a- 
tion in the future, the State passed a Protection Act, the working of 
'nhich should arrest the attention of the wliolc of India. 

Tliis Act has been largely modelled on the Deccan Agriculturists’ 
Relief Act, with modifications to meet local conditions. Sir Prabha- 
shanker was quick to note that, oven after tlie great relief afforded to 
the cultivators from the Darbar and private indebtedness, the same 
conditions might recur unless the cultivators learnt economy and unless 
a scheme was devised, which might enable the fanqers to meet their 
liabilities without incurring further debt. ‘With this end in view it was 
resolved to establish Village Panchayats, which approach full 
self-government of villages. The State has thus not only embarked on a 
debt redemption scheme, but all practical measures have been adopted 
for the prevention of debt in the future. In reviewing the recent 
administration report, we pointed out that Sowcar’s book debts amounting 
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to Es. -3,5.9,70^ had been compromised for . Es. 1,02,74:7. Kiose 
figures applied to cultivators of 12 villages only. One more Mabal of 
36. villages, has now been redeemed for Es, 2,61,427 against indebtedness, 
amounting to Es. 9,95,463. Thus cultivators of Bhavnagar, wbo were 
SuSeringfrom chropic indebtedness will by this measure of relief annually 
s^v.e nearly Es. . 2,5Q,000. The Conunittee is now engaged in taking 
figures of other big Mahals, and the result of their efforts describes to bo 
watched with sympathetic attention. 


( 8 ) 

,■ Extract from the Trmdential Addre^ss hj Sir. Qhnnihl F. Mehta, 
K.O.S.L, M.A., LL.B., J.P., to the Seventeenth Bombay Provincial Co: 
ojieraiive Conference, September 1932. 

^ 

To quote tlie Indian Central Banking Committee, the prohlem (of 
debt redemption) is one “ of supreme importance from the point of the 
economio prosperity of the country as •well as for the purpose of stemming 
the growth of discontent among a large section of the population/^ As 
the Eoyal Commission on Agriculture pointed out the worst policy 
towards debt is to ignore it and do nothing. The Central Banking 
Inquiry Committee have themselves suggested directions along which 
constructive effort can proceed ; and much valuable work on these lines 
has heen conducted in the Central Provinces, in the Punjab, in Bihar 
and Orissa and only very lately, in our near neighbourhood, in the 
State of Bhavnagar in Kathiawad.^^ 

‘ : (9). ' . •• • .•/ * : 

Leading article appearing' in the ‘ VniieA India and Indian StateSy - 
Allied the \2th Noveinber 1932. ' ^ 

Agricultobal Ikdebtedness in Bhavnagar. 

* . We h^ occasion sometime ago to connnent in these xolumnsf on 
praiseworthy effort taken in th? Bhavnagar S|;ate to. get rid of thQ 
?'Sricultmral mdebtedness m the State. Bhavnagar was. a 
|>aitkuWl^ bad 8^ from' this kind of indebtedn^s; the result was 
r^flf ctfid m . 'the . neverrdor'^e}! condition of .'fhe 
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individual. The State suffered, because it did not get its revenue 
promptly or punctually and huge arrears of land revenue, vras, as vre had 
occasion to notice in our reviews of the administration report of the 
State, a permanent characteristic. Agriculture suffered, because after 
ah ibe human factor cannot be regarded as negligible and you cannot 
expect much from the labour or enthusiasm of an agriculturist round 
whose neck hang the huge mill-stone of debt represented 1^ bis dues to 
the Sowcar on account of loans and to the State as arrears of land revenue. 
The administration of the State on the initiative of that sage statesman 
Sir Prabhashanker Pattani tried its best to give the agriculturist a new 
lease of free life by remitting arrears of land revenue from time to time 
and giving other facilities ; but this policy by itself did not succeed, 
because as the State receded, the Sowcar made bis inches into ells — so 
that the indebtedness remained and the sacrifice by the State of its 
revenue did not benefit the agriculturist, for whose benefit it was 
intended. This led to the constitution of a Committee of experienced 
officers to make a departmental inquii}* into Agricultural indebtedness. 
We have already had occasion to refer to the action taken by the 
Bhavnagar Administration on that Eeport. So far the State had 
redeemed five Tappas or Peta-llahak paying the annual assessment 
of Ks. 4,86,65S* The total nominal debt of the Kheduts as in Pehruaiy 
of this year amounted to Es. 14,19,378 which has been compounded by 
paying a total sum of Es, 3,67,991. To appreciate this statement, we 
have to bear in mind that the nucleus of the original debt was in reality 
a very small amount, and the swelling of this figure into more than four 
times the original principal sum borrowed was due to “ addition by way 
of interest, premia and numerous other charges, which the Sowcar’s 
ingenuity sharpened by greed is so fertile in inventing.*^ There is thus 
no question of confiscation or of robbing Peter to pay PauL It is 
obvious that the agriculturist is benefited by the process. It is also 
true the Sowcar also benefits because imdet the Scheme he is enabled 
to recover in cash and at one stroke far more than he could, if left to his 
own devices, have hoped to collect in a number of years from his Khedut 
customers suffering from chronic indebtedness. With any farther 
grievance of the Sowcar in this connection, any temptation at sympathy 
is considerably mitigated by the consideration that an interest of 25 
per cent, is the prevailing rate iu the State, while rates of double and 
treble this rate are not uncommon. In the circumstances a heroic 
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I’emedy was called for and we tliiiit on tlie wliole tlie atrangemeiit now 
adopted by the State can be defended on principles of eq^uity and good 
conscience as well as of sound administrative policy. In a letter sent by 
Sir Prabbasbanker Pattani to an inquirer regarding tbe Scheme from 
:the United Provinces— Sir. V. N. Mebta, LC.S., tbe then Secretary to 
tbe Government of tbe Province and now member of tbe Kashmir 
Government — Sir Prabbasbanlcer Pattani well says : — 

Arguments by analogy axe often misleading, but as you know 
it has come to, be increasingly recognised that if tbe world is to be 
cured of tbe universal economic malaise which has overtaken it 
and a fresh start made possible, it can only be done by first remov- 
ing tbe intolerable burden of reparations and war debts. In a 
smaller way this also applies in tbe case of a poor, debt-depressed 
and aU but insolvent class like tbe Indian Kbedut/' 

In Bbavnagar, a good beginning has been made in what after all 
is an All-India problem. Speaking at the Calcutta University Institute 
tbe other day, tbe President of tbe Bengal Chamber of Commerce, Sir. 
Nalini Kanjan Sirkax emphasised tbe importance of public attention 
being directed to a concrete attempt at tbe wholesale redemption of tbe 
indebted Kbedut class. Tbe efforts now made in Bbavnagar to this 
end must, therefore, deserve tbe serious consideration of all official and 
uon-offi.cial persons in ‘this countiy interested in tbe revival of Indian 
agricultural prosperity. We are glad that serious-minded people in 
other parts of India are showing interest in tbe Bbavnagar solution of a 
vexed but common problem, as tbe letter of tbe Secretary, Government, 
United Provinces, to Sir Prabbasbanker Pattani, well illustrates. Mr. 
Mehta, LC.S., in bis letter to Sir Prabbasbanker queries— once you wipe 
out indebtedness in this way, what is there to prevent tbe flood of in- 
debtednes rolling back on the Kbedut ? We require, be says, some 
kind of dyke to prevent this ; otherwise it will be love’s labour lost, a 
Idnd of Seisypbean waste of effort. Tbe reply of Sir Prabbasbanker 
Pattani to this obvious criticism is published in a pamphlet along with a 
number of papers connected with tbe Debt Redemption Scheme and tbe 
Gramya Panebayat Scheme, to which it would be well if public attention 
is directed in other parts of India not free from this particular malady. 
The Gramya Panebayat Scheme is the natural complement of tbe 
Redemption Scheme. It would not be statesmanship to allow agncul- 
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tural indebtedness to grow xmcbecked till the agricxiltnrist became a 
freej enlightened, economic, human unit. It is a vicious circle, reallj, 
and a bpghaning has to be made somewhere in the reform of the 
conditions, under which the agriculturist lives, moves and has his being. 
But the problem is only half solved if we have given relief to the agri- 
culturist from his immediate troubles. That is no protection to him 
against a recurrence of what has become a chronic malady. How to 
get over this ? Or is the malady incurable ? If it were the last, one 
may wonder whether the end really justifies the means in the particular 
solution of the problem adopted by Bbavnagar. IVe, however, shall 
never correctly appreciate the Debt Eedemption Scheme in Bhavnagar, 
if we do not xega'«'d it as only a partial solution ; its complete success 
depends on the success of the Gramya Panchayat scheme and the other 
measurers of uplift of the Khedut, which the State had adopted con- 
sistently with its policy of uplift of the agriculturist. This last, however, 
will take time. “ The full development of such a Panchayat,” says 
Six Prabhashanker in his letter to Mr. Mehta, referring to the Gramya 
(Tillage) Panchayat s, “ must in the very nature of things be a very slow 
process. Meanwhile we must remaiu content with such palliatives as 
may be provided by the advance on a liberal scale of State Tagavi and 
the extension of the Co-operative Credit Societies. These two between 
them will finance all reasonable agricultural needs of the Hhedut and 
make him independent.” The result of the experiment in Bhavnagar 
has been already such as to encourage hopes. One immediate good 
result has been better and easier recoveries of the land revenue in the 
five Tappas redeemed. We hope that efforts will be made to follow the 
advantage thus secured with the fconstitution of Village Panchayats 
in this area. Under the Village Panchayat code, any village fulfilling 
certain qualifications is free to claim the grant of a Panchayat involving 
the practical transfer of the whole village administration to the villagers 
themselves with the minimum of outside interference. Another 
measure, which wfil stabilise the scheme of village uplift thus started, 
the organisation of the Co-operative Movement in the State. It will 
generallj be agreed that in the past the progress pf “jihe movement has 
been arrested by the unhply competition of the Sowcar, which let us 
hope, has once for all disappeared in Bhavnagar. A third aspect of the 
attack on agricultural indebtedness— not the least important, by any 
means— is through an increase in popular enlightenment dupto education. 
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The average farmer in India may be a fatalist in most things even to ah 
unhealthy extent ; but he has common sense and patience, habits of 
industry and thrift of rare degree ; rvith a little more educationi he should 
be an admirable 'specimen of agriculturist equal to liis compeer in any 
part of the world. We wish the Bhavnagar experiment every success, 
and hope that it will have inhtators among other Indian administrations. 


(10) 

Exlractfrom the leading article in the ‘Unitedindia and Indian States’ 
dated the 2Qth November 1932, reviewing the Administration Report of the 
State for the year 1930-31. 

Bhavnagar in 1930-1931. 

M'. 5';: 5*: 

• “ We recently dealt hi detail in these columns with the Debt 
Eedemption Scheme, a comprehensive Scheme of relief of agricultura. 
indebtedness unique in this country which will be watched with in- 
terest in India, as the evil, which the Scheme was designed to cure, is not 
confined to Bhavnagar’ alone. The fact that even Sowcars are praying 
for the application of the scheme shows that it is not one-sided and is 
to the interest of the lender. Another progressive measure which de- 
serves mention is the scheme of rural reconstruction, which is intended 
■by the Village Panchayat Code. The adoption of measures to relieve 
a^icultural indebtedness would have been merely a temporary pallia- 
tive unless the improvement effected by it, was made permanent by 
rdllagers taking over the management of their own affairs ■ and being 
made ■’’esponsible for the development of the economic welfare of the 
ryots. 

* a: * * ' ^ 

11 

Exlractfrom the Times of India Annual, 1933. 

Bhavnagar. 

. = 1 : * * * 

“ Though the present Maharaja has inherited a rich State and an 
administration that has acquired an all-India reputation under the 
guidance of that veteran. Sir Prabhashanker Pattani, his task cannot 
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be said to bo easy owing to most difficult times, which the whole of 
India has now to meet. But he has entered upon a life of responsibilities, 
of wliich he is not only conscious, but by reason of his training and natural 
intelligence, he is capable of shouldering Ihose responsibilities in a manner 
which has added to the prosperity and contentment of his people and 
enhanced their traditional devotion towards him. Ho regards the 
agricultural population as the badc-bonc of the prosperity of the State 
and his first act has been to confer a real boon on them by allowing them 
the right of selling and transferring their property to agriculturists only. 
His Higlmcss is paying particular attention to a scheme for settling the 
debts of formers in such a way that money-lenders might recover the 
principal with a moderate amoimt of interest. Tliis Scheme was devised 
as a complement to an Agriculturist’s Belief Act and has been tested in a 
wa}" which should compel attention all over the country. Merchants 
and agriculturists in certain areas in the State express their willingness 
for their acemmt s t o be settled and a Committee of Officers and representa- 
tives of money .lenders was appointed for the purpose. It was foimd the 
amount owing, according to money-lenders’ boohs, was Bs. 3,59,702 and 
the smn found actually due according to certain prescribed rules was 
Es. 1,84,507, a sum which was eventually reduced t<> Es. 1,02,747. 
This attempt to effect a complete redemption of the whole of the agricul 
tnxist class and thus to enable it to make a fresh start is unique. ‘‘ No 
doubt this will necessitate the advance of a very large sum and some 
risk is also inevitable under the circumstances ; but considering the 
lofty and benevolent aims which liave motived this attempt, the risk 
involved is not excessive and certainly worth taking. 

“ Another notable reform that has been introduced in Bhavnagar 
is the grant of local panchayat to villages.” 



